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Preface to the Third Edition 


The Policy Governance conceptual model that I created in the mid- 
1970s has now spread internationally, arguably becoming the approach 
to board leadership that is most frequently identified by name world- 
wide. Indeed, becoming “Carverized” is a frequently used eponym. 
My wife, Miriam Carver—who has joined me as the authoritative 
source on model theory due to her extensive knowledge of Policy 
Governance—and I have trained over 250 consultants and board 
leaders from eight countries, providing them with intensive 
advanced instruction in the model’s theory and practice. Some of 
those persons have gone on to establish the International Policy 
Governance Association. 
Since the first edition of this book was published in 1990, at least 
eight other books consistent with the Policy Governance model have 
want more? been published, as well as over two hundred articles. The 
1 bimonthly newsletter Board Leadership, which I co-edit with 
manl Miriam Carver and which is entirely devoted to Policy Gov- 
ernance theory and implementation, passed its eightieth issue in mid- 
2005. Policy Governance materials have been published in Spanish, 
Portuguese, French, Russian, and Dutch. Direct personal consulting 
and presentations have taken Miriam and me to nineteen countries. 
My interest in governance began in the mid-1970s, a story I 
retold in detail in the Foreword to The Policy Governance Fieldbook 
(Oliver and others, 1999). That interest, and my frustration at the 
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patchwork of practices that governance had become (and largely 
still is), impelled me toward as conceptually coherent a set of uni- 
versal governance principles as I could devise. My scientific and 
research background undoubtedly had much to do with my push- 
ing as far as I could toward an integrated system of thought. I was 
suspicious of what Thomas Kuhn (1996) called “development by 
accumulation” (p. 2) and was by nature in agreement with E. R. 
Dodds’s sentiment: “Where men can build their systems only out of 
used pieces the notion of progress can have no meaning—the future 
is devalued in advance” (Dodds, 1973, iii, 633). 

Unfortunately, however, it was that same scientific mentality 
that led me to describe the Policy Governance system as a “model,” 
meaning the scientific sense of conceptual coherence rather than 
the more mechanical sense of organizational structure. I could as 
easily have spoken of a governance “technology,” “theory,” “oper- 
ating system,” or “philosophy.” Inasmuch as the word model has led 
to some unnecessary resistance to my concepts it is not clear to me 
that I made the best choice. My search, however, was intended to 
uncover principles of governance that were not only universal in 
their application but integrated into a seamless and practical whole 
that would deserve to be designated a model. 

Over the years, the model has been received with interest and 
even enthusiasm in a number of countries. Endorsements have been 


received from, among numerous others, Peter Dey and James Gillies 


WANT MORE? in Canada, Robert Monks and Earnest Deavenport in the 
2 | United States, John Hall in Australia, and former Pritish 


Petroleum company secretary Judith Hanratty. Perhaps the 
most pleasing endorsement was that from Sir Adrian Cadbury, who 
in 1990 unleashed the modern international flood of corporate gov- 
ernance reform. Sir Adrian (Cadbury, 2002b) said of Policy Gover- 
nance, “For the first time, we are being offered a fully integrated and 
coherent system of governance” (p. xiii). 

I published the earliest form of my theory in the late 1970s, then 
expanded on it with increasing frequency in the ensuing years. It 
was not until 1990 that the Policy Governance model found expres- 
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sion in book form in Boards That Make a Difference. Unexcelled 
sales for this kind of book led to a second edition in 1997. I am 
delighted now to present the third edition. 

This edition differs more from the second edition than the sec- 
ond did from the first. I have added explanatory diagrams that tens 
of thousands of seminar participants have found useful. Policies cre- 
ated by real organizations that are used to illustrate my points have 
been updated, and more explanation on monitoring performance is 
given. An additional chapter on the problems and challenges of 
governance research has been added. Due to the mountain of Policy 
Governance publications since 1990, I have changed my approach 
to references. References clutter the text, even though they give 
readers further sources of information. So except for citations for 
quotations or other specifics, references are found in the “Further 
Reading” lists at the end of each chapter but are keyed to the text 
with “Want More?” icons inserted near the topics they augment. 

I am grateful to the organizations that have allowed me to use 
their board policies to illustrate various points in the text, as well 
as to the individuals who have allowed their words to be quoted. To 
all the individuals and organizations who made statements and poli- 
cies available that space constraints kept me from using, I am as 
grateful as if they had been published. 

As always, I thank the countless boards, board members, exec- 
utives, consultants, and other governance enthusiasts who have 
given my work so satisfying a reception for three decades. 


Atlanta, Georgia John Carver 

December 2005 www.carvergovernance.com 
WANT MORE? 
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Preface 


This is a book about boards, particularly boards of nonprofit and pub- 
lic organizations. But rather than describe nonprofit and public 
boards, councils, and commissions as they are, Boards That Make a 
Difference prescribes how they can be. 

This is a hopeful book. Boards can be the forward-thinking, 
value-oriented, leading bodies we claim them to be. In my consult- 
ing work with a multitude of boards and chief executives, I have 
found a great deal of cynicism and resignation. Knowledgeable skep- 
tics think boards can never get beyond being spoon-fed by their 
executives and that, because of their nature, boards must remain 
fundamentally reactive. With good evidence, many people believe 
that boards will always stumble from rubber-stamping to meddling 
and back again. They believe the realities of group decision mak- 
ing forever destine boards to be incompetent groups of competent 
people. My impressions, too, are just as dismal, but I believe the 
cynicism is justified only so long as boards continue to be trapped in an 
inadequate design of their jobs. 

Board members are as conscientious and as giving a group as one 
could ever hope to find. Members of volunteer boards and under- 
paid public boards interrupt their personal and occupational lives 
to support something in which they believe. There is not adequate 
space to give sufficient credit to the works wrought by board mem- 
bers in any given community in one year. The personal drive of 
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board members has accomplished formidable tasks. The persever- 
ance of board members has surmounted seemingly intractable bar- 
riers. The patience of board members has outlasted drudgery. The 
generosity of board members has made the impossible possible. 

Board members arrive at the table with dreams. They have 
vision and values. In many cases, their fervently held beliefs and 
sincere desire to make a difference impel them to board member- 
ship in the first place. Symphony board members want to improve 
community culture. City councilpersons want to increase the ben- 
efits of citizenship. A trade association board wants to augment busi- 
ness opportunities. School board members want to prepare children 
for life. Boards of hospitals, port authorities, social agencies, cham- 
bers of commerce, credit unions, and other organizations want to 
offer their constituents a better life. 

Yet, by and large, board members do not spend their time explor- 
ing, debating, and defining these dreams. Instead, they expend their 
energy on a host of demonstrably less important, even trivial, items. 
Rather than having impassioned discussions about the changes they 
can produce in their world, board members are ordinarily found lis- 
tening passively to staff reports or dealing with personnel procedures 
and the budget line for out-of-state travel. Committee agendas are 
likely to be filled with staff material masquerading as board work. 
Even when programs and services are on the agenda, discussion 
almost always focuses on activities rather than intended results. 
Boards are less incisive, goal directed, and farsighted than their aver- 
age members. 

Much as board members and executives unintentionally con- 
spire to water down the powerful work of genuine governance, they 
often have a nagging awareness that something is not quite right. 
Usually, however, their recognition is focused on a specific aspect 
of board folly. It is rarely the basic design, the system of thought. 
Concern is often expressed as complaints about time spent on triv- 
ial items, time spent reading reams of documents, meetings that run 


for hours and accomplish little, committees that are window dress- 
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ing for what staff members want to do, meddling in administration, 
staff members who are more in control of board agendas than is the 
board, reactivity rather than proactivity, an executive committee’s 
becoming the de facto board, confusion about what is going on, a 
rubber-stamping of staff recommendations, and the lack of an inci- 
sive way to evaluate the executive. 

Some of the preceding complaints apply to all nonprofit and 
public boards. In my experience, most of what the majority of 
boards do either does not need to be done or is a waste of time when 
done by the board. Conversely, most of what boards need to do for 
strategic leadership is not done. This sweeping indictment is not 
true of all boards all the time, of course, but I contend that it is star- 
tlingly true enough of the time to signal a major dysfunction in what 
we accept as normal. 

In these pages I argue for dissatisfaction with what we now 
accept as ordinary and outline a path that boards can follow to 
become extraordinary. The failures of governance are not a prob- 
lem of people, but of process. The problems lie squarely in our 
widely accepted approach to governance, including its treatment of 
board job design, board-staff relationships, the chief executive role, 
performance monitoring, and virtually all aspects of the board-man- 
agement partnership. This book is a strong indictment of what is, 
but it is intended to make a compelling case for what can be. 

The model presented here originated in the mid-1970s. Like many 
managers, I had training in a professional discipline rather than 
in management. As a CEO, or chief executive officer, I worked for 
years learning how to do what I was already paid to do. Those who 
worked for this manager-in-training endured that travesty far beyond 
what I can even now appreciate. As my skills as a manager grew, I 
became increasingly aware of the shaky foundation upon which man- 
agement rests—the determination of purpose, which is largely a prod- 
uct of governance. Increasingly schooled as administrators, we worked 
toward haphazardly established ends as if we were introducing com- 
puter guidance into a Conestoga wagon. I was driven to discover 
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what could bring governance into the modern age. Out of that 
quest, I developed an approach to governance that severely departed 
from much of conventional wisdom. Boards here and there wanted 
to hear more about it, so a consulting practice grew that subse- 
quently made regular employment impossible. 

I have worked with boards and their executives around the world, 
particularly in the United States and Canada. I meet with them twice 
in the average week. These clients have assets ranging from near zero 
to over $25 billion. In the course of this work, I have written articles 
on governance and executive management for such organizations as 
the U.S. Department of Health and Human Services (Carver, 
1979b), the Canadian Hospital Association (Carver, 1989a), the 
Association of Mental Health Administrators (Carver, 1979a, 
1981b), the Human Interaction Research Institute (Carver, 1984a), 
the National Association of Corporate Directors (Carver, 1980a), the 
University of Wisconsin (Carver, 1981a), the Florida League of 
Cities (Carver, 1984c), the Nonprofit Management Association 
(Carver, 1984b), the Indiana Library Association (Carver, 1981c), 
the National Association of Community Leadership Organizations 
(Carver, 1983), the Center for Community Futures (Carver, 1986b), 
and others (Carver, 1988a, 1988b). My work has been featured 
in audiotapes for the Public Management Institute (Carver, 1985a) 
and Family Service America (Carver, 1985b) and in videotapes for 
the Georgia Power Company (Carver, 1986c), the National Recre- 
ation and Park Association (Carver, 1987), and the University of 
Georgia (Carver, 1989b). Quite a few other unpublished writings 
of mine have been circulated (Carver, 1980b, 1985c, 1986a; Carver 
and Clemow, 1990). 

I have run hundreds of governance and chief executive work- 
shops for communitywide groups, state and national conferences, 
trade associations, and political bodies. The attraction for these 
clients was a model or framework that enabled them to see their 
roles and gifts in a new light. They were not always able to imple- 
ment the model in full, but they had a new standard to shoot for. 
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So the past couple of decades have provided me with rich rela- 


tionships with members and chief executives of literally thousands 


of boards located in every American state and in every Canadian 


province. The probing and challenging of these insightful clients 


contributed to the widespread applicability of my governance 


model. The model that emerged is generic, capable of whatever tai- 


loring is necessary to fit any type of organization. And while I do 


adapt the model to business board settings, particularly to parent- 


subsidiary systems, the exclusive focus of this text is on nonprofit 


and public organizations. This extensive dialogue in which I forged 


a generic application of the model for nonprofit and public gover- 


nance included a wide array of organizations. 


public schools 

private schools 

liquid waste disposal 
Third World development 
YWCA 

hospitals 

mental health centers 
poverty agencies 
mental retardation 
junior league 

airport authorities 
parks and recreation 
women’s centers 
national church bodies 
housing authorities 

art guilds 


pest control districts 


city councils 

county commissioners 
libraries 

architects’ societies 
real estate boards 
sports facilities 
industrial associations 
local churches 

family services 

family planning 

adult learning 

credit unions 

regional planning 
ZOOS 

postrelease programs 
economic development 


women’s shelters 
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chambers of commerce 
dental societies 

county fairs 

community theaters 
agriculture cooperatives 
wilderness programs 
alcoholism treatment 
private industry councils 
League of Women Voters 
child protective services 


health departments 


retirement funds 

rehabilitation centers 

national associations 

state boards of education 

state mental health systems 
medical specialty societies 
planning and zoning commissions 
health maintenance organizations 
community leadership training 
golf course superintendents 


employment services 


Hispanic leadership vocational centers 


holding companies extension services 

I cannot begin to describe the personal and professional suste- 
nance that these many boards and their executives continue to give 
me. Working routinely with organizations whose pursuits exceed my 
understanding and dedication is humbling even to a consultant’s 
robust ego. Their boards have educated me about topics such as 
waste disposal, international relief, public housing, and the ravages 
of racism. Their work and their determination have awed me time 
and time again. Not infrequently have I been literally moved to tears 
by their perseverance and commitment to make a difference in the 
world. Their contribution to me is not only one of the mind, in help- 
ing forge an approach to governance, but one of the spirit as well. 

Out of that profound appreciation and respect, my counsel to 
boards minces few words. I am hard on boards simply because I know 
how good they can be. Out of what is, frankly, a love affair with 
boards, I have written this book for board members who want to 
make a difference. I have written it for board leaders who wish to 
guide deliberation toward the big questions. I have written it for 
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executives who want a strong rather than a weak board, one that 
demands a strong executive as well. I have written it for executives 
who know that management can be only as good as its governing 
foundation. I have written it for the long-term benefit of taxpayers 
and donors, as well as the clients, patients, students, and other ben- 
eficiaries whose needs are to be served. 

So come with me on an adventure into what strategic board 
leadership might be. Let us consider how a board can do in the 
boardroom what it sought to do in the first place: project a vision, 
infuse an organization with mission, bid a staff to be all it can be, 


and make itself grow a little in the process. 


Organization of the Book 


Chapter One recounts the varieties of boards, their predictable dif- 
ficulties, and the need for more precise principles of governance. I 
seek to establish not only that individual boards need to function 
better, but that our idea of what “better” means is sorely in need of 
revision. 

Chapter Two makes a case for a new approach to policymaking 
and what types of policies boards should make. Even though there is 
more to the board job than policymaking, I argue that reconceiv- 
ing the nature of policy allows a new level of leadership to be born. 
Rather than use the traditional categories of board policies borrowed 
from administration, I develop four new categories tailored for the 
governing role. 

In Chapter Three, I deal with the depth and breadth of board 
policy in a way that frees boards from staff details and even from the 
endless stream of approvals. 

Chapter Four deals with policies about organizational results and 
initiates the next five chapters, which explain the four categories 
of board policy. These policies engage the board in governing out- 
comes rather than activities and resolve such issues as mission, pri- 
orities, and target recipient groups. 
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Chapter Five covers those policies that give the board control 
over administrative and programmatic action. These policies enable 
the board to fulfill its fiduciary responsibilities and to control the 
prudence and ethics of organizational practice without resorting to 
“meddling.” 

Chapter Six deals with policies that establish an effective rela- 
tionship between board and staff through a CEO. We explore the 
meaning of the CEO's role and the board’s approach to delegating 
and to evaluating the performance of this important person. 

Chapter Seven addresses the board’s relationship to its stock- 
holder equivalents and its primary accountability to that trust. Poli- 
cies covered in this chapter address the board’s governing process 
and its job description. 

Chapter Eight extends the discussion of board roles to subgroups 
of the board. I explore ways to minimize committees and officers 
and ensure that they do not interfere with either CEO or whole 
board roles. 

In Chapter Nine, I demonstrate how to make board policies 
“grow” by adding depth to initially very broad policy statements. 

Chapter Ten focuses on keeping the board on track by building 
structured discipline and agendas into the long view. 

Finally, in Chapter Eleven, I discuss the importance of thinking 
big, keeping the dream in front, and including other ingredients of 
strategic leadership. 

I promise readers that they will never see governance in quite 
the same way again. In the midst of the great quality revolution in 
American management, I submit a new standard of what quality 
means in a board’s work. This book redefines excellence in gover- 
nance. And because we have so far to go, it is an urgent argument 
for revolution in the boardroom. 

Consequently, however gentle my intent, Boards That Make a 
Difference is a presumptuous book. It is presumptuous in broadly 
lumping together such apparently different organizations as gov- 


ernmental bodies, social agencies, quasi-public entities, private 
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clubs, and foundations. It is presumptuous in claiming that virtu- 
ally all such boards, councils, and commissions, even those that are 
not perceived to be in trouble, are currently performing at a distress- 
ingly low percentage of their leadership potential. It is presumptuous 
in depreciating finance and personnel committees; in belittling 
financial reports, budget approvals, and the office of the treasurer; 
and in exhorting boards to get out of long-range planning. And it 
is presumptuous in claiming that time-honored, virtually unques- 
tioned beliefs and practices of nonprofit and public boards are the 
major impediments to their being the strategic leaders they could 
be. “The whole industry,” to borrow from an unidentified observer 
from Waterman (1988, p. 9), “seems trapped in a disastrous set of 
habits.” 

I propose a sweeping revision, a new conceptual framework, so 
that we can conduct ourselves with purpose and performance. This 
is not a book of helpful hints, nor is it written to suggest incremen- 
tal improvements in current board operation. The need I see is not 
so much to make boards better at the work they are doing, but to 
reinvent that work and its fundamental precepts, to design from the 
ground up a general theory—or at least a technology—of gover- 
nance. My commitment is that boards and managers, impelled by a 
new comprehension of what governance is all about, will do no less 
than transform how we conceive and proclaim leadership in the 
boardroom. 
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Prologue 


Beginning and Ending with Purpose 


Governing boards do not exist in nature. They are social constructs, 
which is to say that their purpose is what we say it is. The job 
design, rules, and processes of governing boards—which taken 
together I will call governance—are dependent on the purpose we 
assign to such bodies. 

Although any group of people is capable of many roles, a serious 
paradigm of governance must be founded not on what a board can 
do but on what it must do—the essential elements rather than the 
optional ones that peculiar circumstances and inclinations may dic- 
tate. If we are to produce a science of governance, it is important to 
begin with an expression of purpose so fundamental that it applies 
to any body of persons with primary and topmost accountability for 
an enterprise. Such a universal underpinning could be called a the- 
ory of governance, a technology of governance, a governance operating 
system, or—the term I shall frequently employ—a model of gover- 
nance. Given conceptual integrity in such a foundation, all further 
idiosyncratic elements and practices can be considered in light of 
whether they add to or at least do not impede fidelity to the basic 
principles. 

The Policy Governance model is founded on just such a state- 
ment of essential purpose, one I contend to be true wherever the 
governing board phenomenon exists. Reduced to its minimum, the 


purpose of governance is to ensure, usually on behalf of others, that an 
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organization achieves what it should achieve while avoiding those behav- 
iors and situations that should be avoided. 

That purpose may appear so obvious as to be worth little atten- 
tion. But the governance practices typical in all types of organiza- 
tions in all parts of the world neither fulfill that purpose nor are 
consciously designed to do so. Furthermore, widespread publications 
on governance and a host of consultants’ counsel about governance 
demonstrate the frequently unstated hodgepodge of purposes of gov- 
ernance. In the following chapters, I will make a case not only for 
the universality and utility of this simple purpose but for the con- 
cepts, principles, and discipline necessary for its fulfillment. If the 
core purpose is satisfied, all other board contributions and practices 
are optional. If it is not satisfied, all other board contributions and 
practices—no matter how intelligent or well conducted in them- 
selves—will fail to yield accountable board leadership. A carefully 
crafted, conceptually rigorous purpose of governance itself, then, 
forms the heart of board effectiveness. 


Introduction 


t is virtually impossible to escape contact with boards. We are on 

boards, work for them, or are affected by their decisions. Boards 
sit atop almost all corporate forms of organization—profit and non- 
profit—and often over governmental agencies as well. The elected 
forums of our political jurisdictions are boardlike structures: Con- 
gresses, parliaments, state legislatures, city councils, and county 
commissions. In all kinds of human activity, we find formally con- 
stituted, empowered groups deciding courses of action and future 
conditions toward which some body of people will aspire. 

This book calls for a profound transformation in the way we 
think about and practice the governance of organizations. It is not 
a book of tips but a description of a governance system that departs 
radically from the norm. Systems require considerable explanation 
and understanding but promise commensurate benefits. More vex- 
ing, they require a great deal of unlearning, because in most cases, 
they are not simply an overlay of new knowledge on old. 

To explain the application of the Policy Governance model in 
governmental and nonprofit boards, Miriam Carver and I have writ- 
ten (or coauthored with others) a set of four books: 


Boards That Make a Difference: This book is the starting point 
and the primary source. It is written not as a “how to” book 
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but to establish the concepts and principles that constitute the 
Policy Governance model. 


Reinventing Your Board: A Step-by-Step Guide to Implementing 
Policy Governance. This book, which I coauthored with 


Miriam Carver, is recommended as the implementation guide 


for boards that have read Boards That Make a Difference. 


The Board Member’s Playbook: Using Policy Governance to Solve 
Problems, Make Decisions, and Build a Stronger Board. This 
book by Miriam Carver and Bill Charney presents Policy Gov- 
ernance boards a set of structured exercises with which to 


hone their governance skills and prevent deterioration of 


those skills. 


John Carver on Board Leadership: Selected Writings from the Creator 
of the World’s Most Provocative and Systematic Governance Model. 
This anthology of over one hundred of my articles is meant to 
be used for sporadic reading on specific governance topics. 


For those seeking an overview of the entire model in condensed 

WANT MORE? form, there are a few publications available. Most article- 

1 length pieces, however, are constrained to one or another 
amm] aspect of the model rather than its totality. 

The explication of the Policy Governance model in the follow- 
ing twelve chapters is intended to change forever the way people 
see the process, functions, and obligations of governing boards. The 
model borrows from truths long known but introduces unique con- 
cepts and principles as well. The intention of it all is to allow 
human beings to increasingly fulfill their intentions through ser- 
vant-leadership, rich diversity of ideas, clear and supportive roles, 
and sturdy frameworks for their dreams. 

The servant-leadership I refer to is the social accountability con- 

WANT MORE? Cept of Robert Greenleaf, a formula for leadership that is 
2 rooted in servanthood. Greenleaf’s ideal of servant-as- 


leader is a necessary component of responsible governance. 


Introduction 
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Leadership by Governing Boards 
A Vision of Group Accountability 


he vision I have for boards aims for far higher quality in the 

boardroom than has been common. My aim in this opening 
chapter is to broadly describe that vision, setting the stage for more 
detailed description in the following chapters. To begin, I look at ways 
of classifying boards in order to then limit the scope of the book to 
governing boards. Next, I describe the peculiar market circumstances 
that justify grouping nonprofit and public organizations together. I 
then step back to view the difficulty all boards—business, nonprofit, 
and public boards alike—have in fulfilling their opportunities, diffi- 
culties so prevalent as to require radical reform in governance thought. 
I summarize the normal prescriptions for board ills along with the rea- 
sons that these existing answers are insufficient, including those asso- 
ciated with the recent international flurry of corporate governance 
codes. I make the case that governance deserves special attention apart 
from other elements of organization. The chapter concludes with an 
argument for a new model of governance and the contributions this 


model should make to boards’ capacity for strategic leadership. 


The Vision 


This book is not about making incremental improvements in 
boards. It is written primarily not for boards in trouble but for the 
best of today’s boards. It describes and urges nothing less than a 
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transformation in the practice of governance and, more important, in 
how people think about governance. My intent is to explain a com- 
pelling logical, philosophically founded yet completely practical 
approach to every governing board’s job, one that renders it impossible 
to ever think of boards the same way again. Undertaking that aim is 
recognition that—analogous to Kant’s compromise between extreme 
rationalism and extreme empiricism—governance theory without 
practicality is empty and governance practice without theory is blind. 

Although this entire book is devoted to detailing my vision, I 
can give a broad-brush preview here of the kind of governance 
I have in mind. Boards will truly be leaders—not by invading terri- 
tory best left to management but by controlling the big picture, the 
long term, and the value-laden. Boards will delegate powerfully yet 
safely to those who carry out the work of the organization, empow- 
ering them to the maximum extent that is consistent with main- 
taining the board’s own accountability. Boards will seek diversity 
and inclusion but will express their decisions with one voice, not 
with the multiple voices of individuals. Boards will be grounded in 
an allegiance to a base of legitimacy that I will describe as tanta- 
mount to shareholders—that is, owners of the organization. In fact, 
the importance of the owners-to-board link is so great that the 
proper board job is best described as ownership one step down rather 
than management one step up. This concept alone completely 
changes the nature of governance. 

This vision of board leadership applies equally to all governing 
boards, whether new or old, whether large or small, whether oper- 
ating charitably or for profit. In the words of Adalberto Palma 
Gómez, senior partner of Aperture, S.C., a consulting firm in Mex- 
ico City, the Policy Governance model “provides a new vision for 
boards in all kinds of institutions, from governmental to private and 
nonprofit ones.” In a similar vein, Sir Adrian Cadbury, the father 
of corporate governance codes, opined that the Policy Governance 
paradigm “is all embracing; it can be applied to any type of board 
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or organization” because it is “a unifying theory of governance that 
covers both the corporate and voluntary sectors.” 

The vision I will describe here goes to the heart of why a gov- 
erning board needs to exist by identifying the irreducible number 

WANT MORE? © principles that apply to the task. Doing so enables the 
1 construction of a model or paradigm or theory or operating 
Biase} system—each of these words will work—that applies to any 
governing board of anything anywhere. I will deal with the decep- 
tively appealing but ill-informed one-size-fits-all objection to this 
universality as the story unfolds. 

In much the same way as it has been said that management is 
management is management, I will defend the idea that governance 
is governance is governance. Prospective board members, execu- 
tives, and consultants who learn the basics of such a universal gov- 
ernance theory can then apply it to any board situation in which 
they find themselves. Such a claim, of course, calls for great integrity 
in the fundamentals—an integrity of design I hope to explain to the 
reader’s satisfaction. 

It is important to note that the governance framework presented 
here is just that, a framework. It could be called a foundational tech- 
nology of governance in that many other techniques can be adopted 
if kept within this framework. That is, as long as the principles of 
the paradigm are preserved, others’ methods of problem solving, pri- 

WANT MORE? OTitizing, or interacting—for example, various problem- 
2 solving approaches, Myers-Briggs interpersonal dynamics, 
esol} mind mapping, force field analysis, affinity diagramming, 
and other methods—can be very useful. If rigorously framed by the 
discipline of Policy Governance, good board work can be assisted 

by adapting all or parts of the great amount of study that has been 
devoted to decision makers. (Caroline Oliver’s analogy of an oper- 
ating system that is able to run many programs is fitting.) But since 

such aids—tegardless of how good they are in themselves—were likely 

not developed with Policy Governance principles in mind, they can 


BOARDS THAT MAKE A DIFFERENCE 


harm governance if not used judiciously. For example, the most 
sophisticated problem-solving techniques are useless if they are 
applied to the wrong level of problems. 

I deal with governance as it shows up in nonprofit and govern- 
mental organizations in this book, leaving governance in equity cor- 
porations to the more specifically targeted Corporate Boards That 
Create Value: Governing Company Performance from the Boardroom, 
which I wrote with Caroline Oliver in 2002. (The reason for omit- 
ting detailed discussion of profit-oriented boards here is not that the 
same fundamentals do not apply but that the language and owner 
intentions are so very different. My reason for this exclusion will be 
explained more fully in this chapter. But a very brief treatment of 
equity corporations can be found in Resource A.) 

Moreover, because it is so critical that boards fully understand 
the new ideas or, at least, the new way in which old ideas fit 
together, this book is not a “how to” text but one of principles and 
concepts. Although practical implementation is not overlooked in 
these pages, much of the detail on implementation is left to Rein- 
venting Your Board: A Step-by-Step Guide to Implementing Policy Gov- 
ernance, which I coauthored with Miriam Carver in 1997, the revised 
edition of which is scheduled for publication in 2006. 

In other words, I present a radically modernized way to think 
about governance, a conceptual coherence on which all real-world 
specifics and tailoring must be based. But before I can even begin 
to fulfill my intention to describe my vision for governance integrity 
and leadership, it is necessary to carve out some distinctions and to 
demonstrate the need for change in the first place. 


Varieties of Boards 


At one end of the decision-making scale, decisions are made by 
individuals and by small groups such as families or associates. At the 
other end, decisions are made in plebiscites and elections. In be- 
tween, decisions are made by empowered bodies called boards. Two 
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considerations delineate those bodies to whom my commentary 
directly applies: (1) the organizational position of the board and (2) 


the economic nature of the organization. 


Boards Considered by Organizational Position 


Governing board. The most important kind of board is that of ulti- 
mate corporate accountability—the governing board. The govern- 
ing board is always positioned at the top of the organization. 
Corporate board, board of directors, board of trustees, board of regents, 
and similar titles denote groups that have authority exceeded only 
by owners and the state. The governing board is as high in the for- 
mal structure as one can go. Its total authority is matched by its 
total accountability for all corporate activity. 

Advisory board. There are also boards whose function is to give 
counsel, not to govern. Advisory boards may advise the governing 
board, the CEO, or other staff. They can be positioned anywhere 

WANT MORE? it the organization, as long as they formally attach to some 

3 proper organizational element. Advisory boards are optional 

ee and have only as much authority as the authorizing point 

within the organization chooses to grant. In some fields, it is com- 

mon to find advisory boards that have been given extensive author- 

ity and whose advice is virtually certain to have an effect. As long as 

some position within the organization can retract the group’s 

authority, it is not a governing board. An advisory board’s author- 

ity can be curtailed only by the advisee, by law, or—in the case of 
membership organizations—by the membership. 

Line board. Considerably more rare is the line board. The word 
line describes a heretofore unlabeled board type. Management lit- 

WANT MoRE? ature has paid little attention to this form, except for the 
4 modified form discussed by Ackoff. The line board is not 
mal advisory, for it wields definite authority over subordinate 
positions. But it is not at the top of the organization and does not, 
therefore, qualify as a governing board. It is merely a group inserted 
where a single manager might have served. 
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Workgroup board. Sometimes people speak of a “working board” 
when they simply mean a board that stays busy. Hence, a govern- 
ing, advisory, or line board might be a working board. My term, 
workgroup board, however, denotes a governing board with little or 
no staff. It must govern and be the workers as well. Frequently, 
boards that confine their role solely to governing began as this type 
of dual-function group. 

Very small organizations, such as civic clubs, often have boards 
in this dual position. The group is incorporated, so a corporate gov- 

WANT mope? °XDing board exists. Absent enough funds to pay a staff, 
5 board members are the only workforce in sight. This kind 
a | of board is not a true type in the way that governing, advi- 
sory, and line boards are; it is merely a governing board with another 
set of responsibilities. The organizational position of a workgroup 
board is not only at the top but everywhere else as well. It is very 
important for such boards to remember that they have two differ- 
ent, simultaneous roles and that they can best perform those roles 

by keeping them clearly separated. 


Boards Considered by Economic Nature of the Organization 


The power and responsibilities of advisory and line boards are deter- 
mined by the specific organization rather than by a commanding 
generic principle. The foregoing discussion serves only to distin- 
guish governing boards as the sole subject of this text. Throughout 
this book, I deal only with boards in their governing role. 

It has long been common practice to differentiate the vast and 
disparate array of organizations governed by boards into three 
groups: profit (equity or, loosely termed, business), nonprofit, and gov- 
ernmental. Additional characteristics distinguish subgroups of each 
of these three main groups. For example, equity corporations are 
grouped as public (publicly traded) and private (no public trading). 
Nonprofits are also divided into public (directly related to govern- 
ment, sometimes quasi-governmental) and private (related mini- 


mally or not at all to government). Nonprofits range from purely 
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charitable to trade or professional associations whose aim is to serve 
the interests of their members. Governmental organizations include 
not only the jurisdictional governance of cities, townships, coun- 
ties, provinces, and states but also districts for water supply, schools, 
pollution control, and a host of other authorities. For the present 
discussion, I ignore the subgroups and concentrate on the three 
major types: profit, nonprofit, and governmental. 


Profit boards. Equity corporations engage in trade in order to pro- 
duce a return for shareholders. These companies ordinarily compete 
in markets that range from free markets to markets that enjoy con- 
siderable governmental protection. Governing boards in business 
range from the obligatory figurehead board of an entrepreneurial 
business to a highly formalized, paid group representing diverse 
stockholders. 

Nonprofit boards. Corporations chartered for charitable purposes 
(or, at least, not for return on equity) have no stock ownership, 
though statutes may require a formal membership as a stockholder- 
equivalent. Internationally, such organizations are often referred to 
as nongovernmental organizations (NGOs). In the United States, the 
term private voluntary organization (PVO) is frequently used to 
describe international nonprofits. NGOs and PVOs are included 
among nonprofit agencies. 

Although nonprofit corporations may accumulate surpluses, 
their accounting systems have no place for profit. They differ from 
other corporations in that they are exempt from certain taxes and 
are unable to distribute their surpluses to holders of equity. (In 
the United States, this exemption includes not only the familiar 
501(c)(3) but several other categories of preferred tax status.) Non- 
profit corporations frequently receive a large proportion of their rev- 
enues from funding from other organizations and donations from 
individuals rather than from sales of a product. Obligations of non- 
profit governing boards under the law, however, are similar to those 
of boards of other corporations. 
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Governmental boards. Governmental boards, elected or appointed, 
are bound by more legal requirements in both their composition 
and their process than are the foregoing types. Governmental or- 
ganizations are like nonprofit organizations with respect to profit 
and distribution of earnings. Governmental boards may be quasi- 
governmental (for example, boards for water systems or airport 
authorities) or fully governmental (for example, city councils). They 
may or may not have taxing authority. Governmental organizations 
are similar to nonprofit organizations in that they derive their rev- 
enues not from sales but from taxation and user fees. 


Profit, nonprofit, and governmental governing boards have 
much in common. They are alike in that they all bear ultimate 
accountability for organizational activity and accomplishment. 
They are unlike in how they are situated in the larger context of 
political and economic life. They differ in how much public scrutiny 
they receive, a factor that produces differences in the amount of 
posturing involved in board dynamics. They vary in the degree to 
which the procedures of governance are prescribed by law. They dif- 
fer greatly in the strength of the traditions that drive their methods. 
Many governmental boards have traditions that were established 
long before twentieth-century management appeared on the scene. 
Powerful precedents make it difficult for legislatures and county 
commissioners, for example, to behave as though modern manage- 
ment principles were ever developed. 

This book focuses specifically on governmental and nonprofit 
governing boards. I am concerned not with what those boards are 
called but solely with their function as governors. Some of the alter- 
nate terms for board are council, commission, assembly, house of dele- 
gates, and elders, among many others. 

From here on, the word public will refer to the various types of 
governmental entities, because in common perception, public bridges 
the gray area between special-purpose governmental groups and 
quasi-governmental nonprofits. This focus is useful as we explore 
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governance, even though there is nothing inherent in the nonprofit 
or public organization per se that causes governance to be different 
from that in profit companies. Then why do I address public and 
nonprofit governance, particularly in view of the extremely dis- 
parate array of organization types included under that rubric? After 
all, are they not more different than they are alike? The Ford Foun- 
dation, a community arts guild, and a credit union may not appre- 
ciate membership in this mixed club. The justification for classifying 
them together is that the boards of most nonprofit and public orga- 
nizations share a compelling factor: the peculiar nature of their mar- 


kets and what their owners want the organizations for. 


Life in the Muted Market 


Companies organized for profit typically receive money through sales. 

Sales revenues are the result of an exchange between the company 

and consumers. Consumers judge whether the good or service is 

want more? WOrth the price. If it is not, they do not buy; if it is, they do. 

6 By and large, then, the success of companies competing in 

| such a market is revealed in their financial statements. But 

for nonprofit and public organizations, income statements not only 

fail to express success and failure but may even obscure them. In 

other words, the “bottom line” does not show up in their financial 
reports. 

Nonprofit and public organizations ordinarily receive money 
from sources other than those who use their products. Direct con- 
sumers may pay a discounted price or even nothing. The organiza- 
tion may receive a subsidy from donors and tax sources to make up 
the deficit. There is no consumer judgment of the product’s right- 
ful price, because the consumer is not confronted with that choice. 
Consequently, although nonprofit and public organizations may be 
buffeted about by budget pressures and funding squeezes, there is no 
direct market force bearing on the relationship between product 
and price. 
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One relevant variable that separates the governance of most pub- 
lic and nonprofit enterprises from most profit organizations is the 
automatic market test of product worth. I define a market test as con- 
sumers’ free decisions about whether a given product, among alter- 
natives, is worth the cost of its production. If alternatives are 
unavailable because of artificially blocked competition, there is no 
clean market test. If the consumer does not pay the entire price, there 
is no clean market test. This definition focuses on the automatic con- 
sumer judgment aspect of market. The absence of this automatic judg- 
ment does not mean that the word market cannot be used. For 
example, public schools and family planning centers each operate in 
some identifiable market and may fare better if their staff does a good 
job of marketing. This use of the terms market and marketing, how- 
ever, is unrelated to the integrity of the market test I have described. 

Without a market to summarize consumer judgment, an organi- 
zation literally does not know what its product is worth. (Later, I 
will argue that it may not even know what its product is!) An orga- 
nization may know what the product costs to make and what the 
staff thinks about product quality. It may know that consumers are 
raving with delight. It may even know precisely how effective the 
product is. But without a market, the organization still does not 
know what its product is worth. 

From a governance perspective, then, the relevant factor that 
sets most nonprofit and public organizations apart from profit orga- 
nizations is not how they are managed, for the principles of man- 
agement are the same in each setting. The difference is not in 
distribution of earnings, for this is a matter of accounting rather 
than substance. What is different—with profound effects—is that 
most nonprofit and public organizations lack a behavioral process 
to aggregate the many individual evaluations of product and cost. 
The organization is missing the foundation that would enable it to 
define success and failure, to know what is worth doing, and, in the 
largest sense, even to recognize good performance. 
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So the typical public or nonprofit board is faced with a challenge 
that business boards never have to confront. In the absence of a 
market test, the board must perform that function. The board must 
bear this peculiar additional burden if it is to act responsibly. It is 
not enough to be efficient, nor is it enough even to produce fine 
products. Any reasonable definition of productive excellence must 
relate chiefly to whether a good or service is worth the full eco- 
nomic cost of its production. 

From this point on, I refer to public and nonprofit organizations 
as if they all lack a rigorous market test. That will prove sufficiently 
true to justify the simplification, though exceptions exist. Nonprofit 
hospitals, for example, operate in a harsh market environment, albeit 
one of great artificiality imposed by regulation and insurers, depend- 
ing on the country. For nonprofit and public organizations that are 
truly subject to an unsubsidized market judgment, the peculiarity dis- 
cussed here is not true. In these cases, the board’s task is easier, 
though the concepts and principles in the model presented here will 
still contribute to their governance. Among the vast array of public 
and nonprofit organizations, however, such truly market-tested 
instances are in the minority. With this proviso, I consider public 
and nonprofit boards to be engaged in serving a muted market. 


Producing What Owners Want 


Consider three intentions persons might have for organizing. First, 

if persons organize for the purpose of making a monetary return on 

their investment, they would seek corporate status under for-profit 

WANT MORE? Statutes. Second, if persons organize in order to make their 
7 own lives better (but not in direct monetary ways), they 
Mite al might incorporate as a professional society or trade associ- 
ation. Such an organization might be a nonprofit, but it would have 

no access to the most favorable tax treatment. In a special case of 

this type, if the persons wish to wield coercive police power over 
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themselves and others, they would seek a state or provincial char- 
ter as a municipality. Third, if a group organizes in order to make 
life better for others, it would incorporate as a nonprofit and would 
be eligible for considerable tax advantages. 

In each case, the purpose of the organization flows from what its 
owners want it for, but the task of defining what a nonprofit or gov- 
ernmental organization is for is a far more multifaceted task than 
defining intended monetary shareholder value for the equity corpo- 
ration. An equity corporation, to be sure, must manage the market 
well, but its board never has to speak for the market (to determine 
what products are worth) in the way that nonprofit and govern- 
mental boards must. 


The Flaws of Governance 


Even boards that are free of the “market surrogate” burden have 
shown that the challenges of governing are almost too great. Gov- 
erning boards have not been vessels of exemplary efficiency, even 
in the best of situations. Writing of corporate boards, Drucker 
(1974) said, “There is one thing all boards have in common, regard- 
less of their legal position. They do not function. The decline of the 
board is a universal phenomenon of this century” (p. 628, empha- 
sis added). Geneen (1984) of ITT complained that boards are 
unable to protect the interests of stockholders whom they represent: 
“Among the boards of directors of Fortune 500 companies, I esti- 
mate that 95 percent are not fully doing what they are legally, 
morally, and ethically supposed to do. And they couldn’t, even if 
they wanted to” (p. 28). 

Smith (1958) found it to be “ironic . . . that we in the United 
States have so neglected this most vital area” (p. 52). While every 
other management function has been exhaustively studied and ana- 
lyzed, “the responsibilities of the board and the distinction between 
board and management have been sorely neglected. Management lit- 
erature on the subject is pitifully brief and strikingly devoid of any real 
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depth or new ideas.” Juran and Louden (1966) pointed to the same 
root for the problem: “It is an astonishing fact that the job of the board 
of directors is, in proportion to its intrinsic importance, one of the least 
studied in the entire spectrum of industrial activities. . . . As a conse- 
quence, the job of the board of directors has received neither the ben- 
efit of the broad exchange of practical experience nor the intensity of 
study which has been available to other corporate activities” (p. 7). 

Despite years of potential improvement, later observers made 
equally damning comments. Boards have been “largely irrelevant 
through most of the twentieth century” (Gillies, 1992). They are 
“like ants on a log in turbulent water who think they are steering 
the log” (unknown source quoted by Leighton and Thain, 1997). 
Leighton and Thain (1997) explain, “The truth is that boards are 
too often self-perpetuating, more interested in retaining power than 
in responding to the wishes of shareholders” (p. 39). Arthur Levitt 
(1998), chairman of the U.S. Securities and Exchange Commission, 
complains, “There are too many boards that overlook more than 
they oversee. Too many that are re-active instead of pro-active.” 

Though possessed of ultimate organizational power, the govern- 
ing board is understudied and underdeveloped. Here we confront a 
flagrant irony in management literature: where opportunity for lead- 
ership is greatest, job design for leadership is poorest. The world- 
wide flurry of attention to governance codes in the corporate world 
that began as the twentieth century ended serves as an indictment 
of existing governance thinking and practice. 

It is against this uninspiring backdrop of governing boards in gen- 
eral that I deal here specifically with boards of public and nonprofit 
organizations. It is little wonder that such boards have difficulty, for 
their faults include those of profit boards plus those peculiarly con- 
tributed by their artificial market situation and their more compli- 
cated delineation of purpose. If the governance of supposedly 
rational, modern business corporations is not without underlying 
weaknesses, it should not be surprising that the governance of non- 
profit and public enterprises presents an extensive array of blemishes. 
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What Goes Wrong 


It doesn’t take a scholar to find the problems in nonprofit and pub- 
lic governance. Random observation of a few nonprofit and public 
boards will expose many of the normal shortcomings. Nonprofit and 
public boards stumble regularly and visibly. Individual board mem- 
bers and executives have often felt that one specific act or another 
is silly or empty. They rarely say so, however, for the charade has a 
commanding history, eliciting an almost conspiratorial agreement 
not to notice organizational fatuousness. 

It is predictable in almost all organizations that employees know 
what their respective jobs are with more confidence and accuracy 
than the board knows its own. Moreover, there is normally more 
precision about, more studied attention to, and more monitoring of 
performance in staff tasks than governance. Try to find an arts board 
as skilled in governance as its artists are in their work. Look for a 
hospital board as skilled in governance as surgeons, nurses, and even 
building maintenance personnel are in their arenas. For that mat- 
ter, seek an automobile manufacturer board as deft in governance 
as its engineers are in their calling. 

The problem is not that a particular board or an individual board 
member occasionally slips into poor practice but that intelligent, car- 
ing individuals regularly exhibit procedures of governance that are 
deeply flawed. Chait, Holland, and Taylor (1996) provocatively and 
accurately remark that effective governance is “a rare and unnatural 
act” (p. 1). Certain common practices are such obvious drains on 
board effectiveness that one does not need a sophisticated model to 
recognize them. Although some boards may avoid a few of the fol- 
lowing conditions, rarely does any one board avoid them all. 


Time spent on the trivial. Items of trivial scope or import receive 
disproportionate attention compared with matters of greater scope 
or importance. Richard J. Peckham, on joining a major public board 
in Kansas, found it so lost in trivia that “I thought I’d been banished 
to outer darkness.” Major program issues go unresolved while boards 
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conscientiously grapple with some small detail. An Illinois school 
board proudly proclaimed the “active role the members of our board 
take in purchasing decisions. . .. The administration [in replacing 
desks in two classrooms] was directed to select three chairs from dif- 
ferent companies and have them available for the next board meet- 
ing. The board then made the decision on warranty, durability, price 
and color.” A national survey found that almost half of America’s 
school boards made the purchasing decisions for tape recorders, 
cameras, and television sets (National School Boards Association, 
n.d.). Little wonder that Chait, Holland, and Taylor (1996) claim, 
“Trustees are often little more than high-powered, well-intentioned 
people engaged in low level activities” (p. 1). 

Short-term bias. The time horizon for board decisions is more 
distant than anywhere else in the organization. Yet we find boards 
dealing mainly with the near term and, even more bizarre, with the 
past. Last month’s financial statement gets more attention than 
the organization’s strategic position. 

Reactive stance. Boards consistently find themselves reacting to 
staff initiatives rather than making decisions proactively. Proposals 
for staff action and recommendations for board action so often come 
from staff that some boards would cease to function if they were 
asked to create their own agenda. 

Reviewing, rehashing, redoing. Some boards spend most of their time 
going over what their staff has already done. “Eighty-five percent of 
our time was spent monitoring staff work,” says Glendora Putnam, 
Boston, about a prominent national board. “We can’t afford that. We 
have too much wisdom to be put to use.” Just keeping up with a large 
staff can take prodigious hours and even then can never be done 
fully. But the salient point is that reviewing, rehashing, and redo- 
ing staff work—no matter how well—do not constitute leadership. 

Leaky accountability. Boards often allow accountability to “leak” 
around the chief executive. Having established a CEO position, the 
board members continue to relate in their official capacities with 
other staff, either giving them directions or judging their perfor- 
mance, rather than allowing the CEO to do his or her job. 
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Diffuse authority. It is rare to find a board-executive partnership 
wherein each party’s authority has been clarified. Often, a vast gray 
area exists. When a matter lies in this uncertain area, the safe exec- 
utive response is to take it to the board. Instead of using this oppor- 
tunity to clarify to whom the decision belongs, the board simply 
approves or disapproves. The event has been settled, but the bound- 
aries of authority remain as unclear as they were before. 

Complete overload. Unless a board rubber-stamps decisions or just 
ignores issues, it is likely to be overwhelmed by a seemingly impos- 
sible job. The board just cannot get to everything and is likely to 
miss important red flags. 


Moving Toward Solutions 


Many board flaws that seem to be cosmetic blemishes are indicative 
of more fundamental errors. “These are just symptoms of a prob- 
lem,” says Barry Romanko of the Alberta Ministry of Parks and 
Recreation in St. Paul, Canada. “The problem is that we are giving 
boards the wrong job.” Attacking the superficial flaws might in itself 
be a worthy undertaking. Similarly, it might be useful to invoke the 
usual admonitions: “Stick to policy!” “Let your CEO manage!” 
“Don’t rubber-stamp!” But it would be even more instructive to 
build a healthier infrastructure of governance concepts. Framing the 
governance challenge more effectively can go far beyond merely 
eliminating common problems; it can provide a clearing in which 


boards can be strategic leaders. 


Inadequate Prescriptions 


At some level, boards and executives are well aware of the histori- 
cal deficiencies in the ways they operate. An explosion of popular 
interest in management issues beginning in the 1970s sharpened 
the perception that governance is not all it can be. (The effects of a 
further upsurge of interest in the governance of publicly traded com- 
panies as the twentieth century came to a close will be dealt with later 
in this chapter.) Board training has received more attention because 
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of this awareness. Many board members, executives, and observers 
have offered counsel for ailing board practices all along. But some- 
how the prescriptions, though quite rational, have fallen short. At 
best, they have cleaned up some of the clutter and the more striking 
inefficiencies in board operation. But because few previous efforts 
have been based in a complete conceptual model, prescriptions have 
largely been piecemeal, anecdotal wisdom. Most prescriptions 
have concerned the level of board activity, the board-staff rela- 
tionship, or the nature of board work. The appeal of each is that it 
accurately assesses one part of the elephant. 


Prescriptions About Activity and Involvement 


More involvement. One solution to the problems of governance is 
that boards should be more involved. They should participate 
directly in the work of the organization, volunteering time and 
energy to become physically involved in doing things. A board 
operating at a distance is a board too detached to understand, much 
less to make a difference. Board membership means having access 
to the good works of an organization without having to go through 
the hiring process to get there. Those who espouse greater board 
activity greatly need to “know what is going on” in the organiza- 
tion. Reflecting the hyperinvolvement, the board agenda is likely 
to be drawn out and committee work may be heavy. 

Less involvement. Boards should be less involved. By participating 
directly in the work of the organization, the board tends to become 
lost in the trees and to lose sight of the forest. While equity corpo- 
rate boards are criticized for insufficient independence from man- 
agement, nonprofit boards’ involvement in internal affairs hinders 
their independent judgment just as much. Board members are bet- 
ter as governors around a board table than as a prestigious auxiliary 
staff. The board’s job is “to choose a CEO, then stay out of the way,” 
confided a hospital trustee in Wisconsin. Persons who call for less 
involvement often propose keeping up with relevant facts through 
reports, particularly financial ones. Agendas are likely to be crisp 
and “businesslike.” Committee work may be light. 
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Prescriptions About Board-Staff Relations 


Board as watchdog. The board, as the ultimately accountable agent, 
should keep a sharp eye on staff activities. This close oversight lim- 
its the degree of power delegated, requiring many board approvals 
and close questioning of staff. A utility commissioner in Minnesota 
claimed that the commission’s main function is to “keep a wary eye 
on the staff.” Boards acting as watchdogs become heavily involved 
in administration, often in busy committees related to staff activi- 
ties. Tight control is seen as the road to accountability or, at least, 
to safety. Some boards take the watchdog posture so far that they 
develop an adversarial relationship with staff; anything brought 
before the board becomes a trial. In an alternate watchdog role, the 
board may ally itself with lower-echelon staff members and—as 
reported by a poverty agency board member in Ohio, for example— 
may perceive issues in terms of protecting staff from administrators. 
At their best, such boards are constructive skeptics. 

Board as cheerleader. Staff members are basically honest and 
capable, so the best board role is to be supportive and cheer them 
on. The hallmark is trust. After all, the key to governing well is 
choosing a chief executive in whom you can believe and then 
standing behind him or her. Cheerleader boards stay out of admin- 
istration because it is none of their business. They may even refrain 
from asking the hard questions, because to do so would show a lack 
of faith. Rubber-stamping executive requests is an expression of grat- 
itude that things are going so smoothly. Often, the governing 
board’s role is seen as advisory after a CEO is installed. Loose con- 
trol is the best approach (“After all, we are just volunteers”). A part- 
time board should not get in the way; its role is not so much to 
govern the staff as to be its apologist and champion. 


Prescriptions About Board Work and Skills 


Board as manager. Boards, though one step removed from daily oper- 


ation, should become more proficient in management skills so as to 
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act as managers. Board members are chosen in part because of their 
skills in personnel, finance, program leadership, and so forth. The 
board is likely to pore over financial statements, staffing patterns, 
and maintenance reports. It engages staff in the intricacies of man- 
agement. Committees are structured along the lines of staff depart- 
ments such as personnel and public relations. The board, more or 
less autocratic, is seen as the supermanager or at least as sharing 
management responsibilities with its top staff. 

Board as planner. Because planning is an integral part of manag- 
ing, boards should predominantly plan. Boards plan the elements 
of personnel, finance, and so forth, rather than engaging in current 
implementation. Boards develop long-range plans and, with their 
committees, spend long hours to create a plan document. 

Board as adviser. Because boards are composed of experienced per- 
sons, they should make those skills and knowledge available to staff. 
Boards primarily exist to provide useful advice. There may even be 
several board committees that are devoted to specific advisory areas. 

Board as fundraiser. While the staff go about the business of the 
organization, the board’s challenge is to make sure there is enough 
philanthropic funding to keep the organization afloat. “Give, get, 
or get off” is the board’s mantra. 

Board as communicator. The board should communicate better 
among its members and with staff. If board and staff could only hear 
each other better, the organization would have a more satisfying 
process and, hence, a more satisfactory product. Particularly on mul- 
tiethnic community boards, the existence of barriers to communi- 
cation lends credence to this approach. The path to better 


governance lies in better human relations. 


Why the Prescriptions Disappoint 


These are not the only prescriptions, nor are they really distinct 
types. They illustrate the range and divergence of proposed solu- 
tions to board ineffectiveness. And from the standpoint of slight 
improvements, they do not all fail. What is confusing is that each 
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prescription contains just enough truth to be considered plausible. 
At one time or another, they can all be good approaches. 

The problem with anecdotal wisdom, however, is its spotty applic- 
ability. A former rubber-stamp-type board that has been duped by its 
CEO will surely improve by being more involved, exerting tighter 
control, or acting as supermanager. A board fatigued by interminably 
long meetings may be wise to move toward shorter meetings with 
more businesslike agendas. In slightly different circumstances, how- 
ever, these solutions would themselves be the problems. 

Problem-based prescriptions sow the seeds of the next difficulty, 
because the solution often outlives the problem that justified it. 
Soon the board that shifted to shorter meetings finds it cannot keep 
up with issues as well as it desires. Or a good CEO is lost because he 
or she will not tolerate the tight control and suspicion left over from 
the previous pendulum swing. 

Prescriptions for board improvement are often based on current 
problems or problems that board members have experienced else- 
where. Problem-based improvements may be absolutely sensible and 
still miss the mark. They may cure present difficulties yet not pre- 
vent a wide range of potential future problems. Correcting insuffi- 
ciencies by looking backward at what they have been simply invites 
the next, perhaps opposite error. It is like trying to drive down the 
highway with a firm grip on the rearview mirror. 


Governance as Unique Management 


A paradigm tailored to the special circumstances of governance 
would enable us to apply wisdom more coherently. When a func- 
tion has been assembled from bits of historical practice, it cannot 
as gracefully incorporate wisdom but must patch it on here and 
there. Tailoring management principles for governance, however, 
assumes that boards call for special treatment. This section argues 
that governance certainly is special, though not for the reason most 
frequently cited. 
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The Red Herring of Voluntarism 


Boards of nonprofit and some public organizations think of them- 
selves primarily as volunteers. This identity adds little and poten- 
tially costs a great deal. Responsibility, authority, job design, and 
demands of a board are not affected by being paid or unpaid. Beyond 
strengthening the sense of public service, being a voluntary board 
is irrelevant to governance and its attendant burden of account- 
ability. On the other hand, some connotations of voluntarism can 
detract from the board’s job, severely reducing its ability to lead. 
Volunteers are a tradition of North American life, offering many 
skills, insights, and hours in a commendable expression of helpful- 
ness. Volunteers help get a job done without compensation. For an 
existing organization, that usually means helping the staff, inasmuch 
as staff is engaged in the actual work. Governing boards, however, 
WANT MORE? €Xist not to help staff but to own the business—usually in 
8 trust for some larger ownership. If anyone is helping, it is 
Mito sai the staff. Volunteers on governing boards are expressing an 
ownership interest rather than a helpfulness interest. Owning the 
business conveys a power that cannot be responsibly grasped as long 
as board members think they are there to help. Power not used is 
power defaulted on and, ultimately, power irresponsibly used. It is 
destructive to confuse helpfulness with ownership. By emphasizing 
their volunteer status, boards risk weakening their effectiveness. 
Because the same person can wear two different hats, board 
members may also be volunteers at a staff level. It is important that 
WANT MORE? the hats be kept distinct in everyone’s mind. The board as 
9 an official body (as opposed to individual members) is well 
Mite seen} advised to limit its role to owner representative only. It is 
not necessary for the board to be a source of advice to staff; in fact, 
that can be problematic. But it is crucial that the board be in charge; 
the chain of command—or chain of moral authority, if you will— 
will tolerate no less. Consequently, the board’s pivotal role is not 
adviser or helper, but commander. 
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Boards as Trustees 


Unlike other managers who work for a well-defined superior, boards 
ordinarily work for either a vaguely defined group or a well-defined 
but difficult-to-communicate-with group. The former is illustrated 
by a public radio station board, the latter by a city council. There 
is someone out there for whom the board acts in trust, but it is dif- 
ficult to tell who that someone is. Consequently, boards have more 
difficulty than other managers in getting their marching orders and 
their evaluations. 

This book promotes the concept of moral ownership in order to 
isolate the various stakeholders to whom the board owes its primary 
allegiance. The concept results in a more carefully defined group 
than what is normally meant by stakeholders. For community boards, 
this ownership is the community at large; for membership associa- 
tions, the membership is the ownership. I will deal later with how 
the ownership concept is of critical importance in designing gover- 
nance, even in organizations where the concept of owners seems 
foreign. For now, however, it suffices to say that a board cannot opti- 
mally fulfill its responsibilities without determining who is included 


in its ownership and how those owners can be heard. 


Boards as Unique Decision Makers 


Although management principles are relevant to governing, it is bet- 
ter for boards to think of their task as an extension downward of 
ownership rather than an extension upward of management. Gov- 
ernance is ownership one step down, not management one step 
up. The management skills that might be helpful are similar to the 
overview management skills a CEO needs rather than specialized man- 
agement skills, such as purchasing, marketing, and personnel admin- 
istration. But the board’s job is not just to act as a part-time tiber-CEO, 
for there are peculiarities that render governance unique. Several 
decision-making features are inherent only in the governing body: 
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Boards are at the extreme end of the accountability 
chain. Other managers must deal with persons both 
above and below their station. The buck stops with the 
board. It has no supervisor to carve out what portion of 


a given topic it is to oversee. 


The board acts, in a moral sense and sometimes a legal 
one, as the agent of a largely unseen and often unde- 
cided principal, an entity that may express itself in 
curious and spotty ways, if at all. 


The board is a set of individuals operating as a single 
entity. Melding multiple peer viewpoints and values 
into a single resolution is peculiar to a group acting col- 
lectively as an authority. 


Individuals’ discipline tends to suffer when they belong 
to groups. A board is likely to have less discipline than 
any one of its members operating alone. 


Boards are ordinarily more than the usual managerial 
arm’s length from the next lower organizational level. 
They are not only part-time but also physically 
removed. 


Boards are groups that oversee one person, whereas 
managers are single persons who oversee groups; gover- 
nance structure is like management upside down. 
Mueller (1981) argues that governance in its essence 
differs from management. It is, he claims, an unfolding, 
always incomplete phenomenon driven by “soft realms 
of thought and deportment. They are value-laden, sub- 
jective, intuitive and characteristic of the art forms 
dealing with social interaction” (p. xii). 


28 BOARDS THAT MAKE A DIFFERENCE 


Effects of Recent Corporate Governance Reforms 


The most recent wave of reform in corporate governance began in 
1990 with publication of the Cadbury Committee report in the 
United Kingdom. The corporate world owes a debt to Sir Adrian 
Cadbury for this breakthrough, though it had little direct effect on 
WANT MORE? nonprofit or public boards. In successive steps, the move- 
10 ment in the United Kingdom challenged the combined 
Hin aan) CEO/chair, the proportions of executive (inside) to non- 
executive (outside) directors, and other widespread practices. As 
the 1990s wore on, however, a series of governance debacles caused 
a flurry of governance codes to be developed or enhanced over 
much of the world. Because of its position in the world of capital 
markets, the United States joined the fray with a vengeance with 
passage of the Sarbanes-Oxley legislation in 2002. Although the 
legislation was similar to codes arising elsewhere and is only bind- 
ing on publicly traded companies, many nonprofit and public boards 
began treating its provisions as the gold standard in governance, 
worth emulating even without a mandate to do so. 

Corporate governance codes in general and Sarbanes-Oxley in 
particular do little to improve the nature of governance but much 
to protect investors from governance. They represent “develop- 
ment-by-accumulation” (Kuhn, 1996, p. 2) rather than being 
grounded in a conceptually coherent theory. Their focus on trans- 
parency and independence is hard to fault, but these are hardly pre- 
scriptions for how to govern. Moreover, codes’ prescriptions 
regarding committees and the roles of CEOs and chairs are, frankly, 
dysfunctional. Corporate boards in the United States, suddenly get- 
ting religion about governance, spent huge amounts in legal costs 
to conform to the new law. It can easily be argued that they are no 
more interested in good governance than they were before but are 
very, very interested in lawful compliance. 

Consequently, existing codes, to their credit, prohibit a number 
of bad practices, requiring more stringent controls on conflict of 


Leadership by Governing Boards 


interest and management dominance. They are much like traffic 
laws that impose rules for stops, turns, speed, and licensing. But 
everyone knows that meticulous observance of traffic laws, while 
clearly a desirable thing, does not in itself make one a good driver. 
Policy Governance boards already exceed the substantive require- 
ments of corporate governance codes. They can easily conform to 
the nonsubstantive elements by using the consent (automatic 
approval) agenda described in Chapter Ten. 

Being without a theoretical base, corporate governance reforms 
take on a fad-like quality, driven by the political heat of the 
moment and adding one piecemeal solution on top of others. The 
greater involvement of directors, for example, easily becomes greater 
meddling instead of greater policy control. The understandable 

WANT more? backlash discredits even the useful part of the involvement 
11 message. Writing to American corporate directors, Rehfeld 
aaa (2005, p. 1) wishfully reported, “The thought of requiring 
directors to put their noses into everything the company does but 
maintain a traditional hands-off posture seems to have run its 
course.” Indeed, Canadian corporate magnate Conrad Black called 
ongoing corporate governance reforms a fad. Interestingly, his own 
corporate empire was subsequently plagued by a host of widely pub- 
licized governance problems. 


Toward a New Governance 


In light of all these factors, I have translated principles of modern 
management to address the peculiar circumstance of governing 
boards. The adaptation goes beyond a collection of helpful sugges- 
tions; it is a fundamentally reordered paradigm for governance. Gov- 
ernance as widely practiced is a farrago of historical accidents and 
disjointed elements no doubt contrived by intelligent people. But hav- 
ing not arisen from a coherent sense of the whole, it is gravely flawed. 

A model of governance is a framework within which to organize 
the thoughts, activities, structure, and relationships of governing 
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boards. A designed model yields a new nature of governance, quite 
unlike a collection of even wise responses to specific governance 
problems. What should we expect from a model? What conditions 
would be better if there were a better framework within which to 
build governance actions? Keeping in mind that model in this con- 
text means a set of principles rather than a one-size-fits-all struc- 
ture, I think we have a right to expect a good model of governance 
to do the following: 


1. “Cradle” vision. A useful framework for governance must hold 
and support vision in the primary position. Administrative 
systems cause us to devote great attention to the specifics. 
Such rigor, while commendable, can overshadow the broader 
matter of purpose. There must be systematic encouragement 
to think the unthinkable and to dream. 


2. Explicitly address fundamental values. The governing board is a 
guardian of organizational values. The framework must ensure 
that the board focuses on values. Endless decisions about 
events cannot substitute for deliberations and explicit pro- 


nouncements on values. 


3. Force an external focus. Because organizations tend to focus 
inward, a governance model must intervene to guarantee a 
marketlike, external responsiveness. A board would thus be 
more concerned with needs and markets than with the inter- 
nal issues of organizational mechanics. 


4. Enable an outcome-driven organizing system. All functions and 
decisions need to be rigorously weighed against the standard 
of purpose. A powerful model would have the board not only 
establish a mission in terms of an outcome but procedurally 
enforce such a mission as the central organizing focus. 


5. Separate large issues from small ones. Board members usually 
agree that large issues deserve first claim on their time, but 


10. 


11. 


12. 
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they have no common way to discern a big item. A model 
should help differentiate sizes of issues. 


. Force forward thinking. A governance scheme should help a 


board thrust the majority of its thinking into the future. 
Strategic leadership demands the long-term viewpoint. 


. Enable proactivity. So that boards do not merely preside over 


momentum, a model of governance should press boards 
toward leading and away from reacting. Such a model would 
engage boards more in creating than in approving. 


. Facilitate diversity and unity. It is important to optimize the 


richness of diversity in board composition and opinion yet 
assimilate that variety into one voice. A model must address 
the need to speak with one voice without squelching dissent 
or feigning unanimity. 


. Describe relationships to relevant constituencies. In either a legal 


or a moral sense, boards are usually trustees. They are also, to 
some extent, accountable to consumers, neighbors, and staff. 
A model of governance should define where these various 
constituencies fit into the scheme. 


Define a common basis for discipline. Boards have a tough time 
sticking to a job description, being decisive without being 
impulsive, and keeping discussion to the point. A model of 
governance should provide a rational basis for a board’s 
self-discipline. 

Delineate the board’s role in common topics. A model of gover- 
nance should enable a board to articulate its own roles with 
respect to the roles of others, so that the board’s specific con- 
tribution on any topic is clear. 

Determine what information is needed. A model of governance 
would introduce more precise distinctions about the nature of 
information needed to govern, avoiding too much, too little, 


too late, and simply wrong information. 
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13. Balance overcontrol and undercontrol. It is easy to control too 
much or too little or even, ironically, to do both at the same 
time. The same board can simultaneously be a rubber-stamper 
and a meddler. A model of governance would clarify aspects 
of management that need tight versus loose control. 


14. Use board time efficiently. Members of nonprofit and public 
boards receive token or no pay in exchange for their time. 
Though they willingly make this contribution, few have time 
to waste. By sorting out what really needs to be done, a model 
should enable boards to use the precious gift of time more 
productively. 


15. Enable simultaneously muscular and sensitive use of board power. 
The board has the difficult task of being powerful, yet not 
stultifying. A model should provide a way to fulfill such a 
balancing act. 


A conceptually coherent way to approach governance would be 
strong medicine for nonprofit and public organizations. Ian R. 
Horen, CEO of Painting and Decorating Contractors of America 
in St. Louis, agrees, noting that while “forces within the organiza- 
tion will suggest that the uniqueness of not-for-profits is anchored 
in shared decision making,” this “point of view simply dismisses the 
dramatic change that has occurred in not-for-profit management.” 
The most significant management breakthrough that could occur 
would be in the highest-leverage element of the organization—the 
governing board. Both the leverage and the room for improvement 
scream urgently for attention. 

But boards have been around so long that it is hard to see that 
the emperor has no clothes. We have grown accustomed to medioc- 
rity in nonprofit and public board process, in the empty rituals and 
often meaningless words of conventional practice. We have watched 
intelligent people tied up in trivia for so long that neither we nor 
they notice the discrepancy. We have observed the ostensible strate- 
gic leaders consumed by the exigencies of next month. Mindful peo- 
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ple regularly carry out mindless activity and appear to be, as Phillip T. 
Jenkins of Bryn Mawr Associates in Birmingham, Michigan, put it, 
“the well intentioned in full pursuit of the irrelevant.” Inexplicably, 
effective people have a different standard of excellence for public 
and nonprofit boards than for other pursuits, “often [tossing] aside 
the principles of good management, and sometimes even common 
sense, when they put on trustee hats” (Chait and Taylor, 1989, p. 44). 
The forum in which vision should be the chief order of business is 
mired so chronically in details that, growing weary, we come to see 
nothing amiss. Boards, after all, will be boards! 

We need strong boards, and we need strong executives as well. 
“One of the key problems,” observes Robert Gale, “is that many 
boards are either too weak to accomplish anything or so strong they 
wind up managing the organization.” When increased strength is 
dysfunctional, the solution is not, of course, to weaken the strong. 
It is better that the blessing of a strong engine be augmented by an 
improved chassis, not “solved” by shorting out a few spark plugs. 
When their strength causes boards not to do their job better but 
to intrude on the jobs of others, something is awry in the design. 
We must take a fresh look at governance concepts and the board- 
management partnership. The stark truth of Gale’s comment is rea- 
son enough for a new model of governance. 

It need not bespeak paranoia to observe along with Louden 
(1975) that “if we do not concern ourselves with how we can rule 
organizations, the organizations will rule us” (p. 117). But the par- 
adigm according to which we traditionally rule is worthy neither of 
the people who give their time and talent nor of the missions they 
serve. Governance is overdue for a rebirth. Though much has been 
written over the past several decades about governing boards, with 
rare exceptions the efforts offer incremental improvement to an 
inadequate vehicle via new paint and tires. The purpose of this 
book is not to indict previous efforts or current performance so 
much as to prescribe a better way. My message is that strategic lead- 
ership is both exciting and accessible. 
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Next Chapter 


The chapters that follow lay out a new vehicle for governing, a 
model whose premise is not incremental improvement in the capac- 
ity to govern but transformation. Seeing policies in a more exacting 
light is the first step toward creating the new model, one now widely 
known as the Policy Governance model. Therefore, I begin in Chap- 
ter Two by arguing that the opportunity for greater strategic lead- 
ership lies first in the redefinition of policy and policymaking. 


WANT MORE? 


mal 
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Policy as a Leadership Tool 
The Force of Explicit Values 


P ublic and nonprofit managers have incorporated much of mod- 
ern management into their operations. Boards that would pro- 
vide strategic leadership for increasingly sophisticated management 
require an equally modern governance. Modern governance is not 
simply modern management practiced by a governing board. To be 
sure, the principles of management and governance are closely 
related. But governance is more than management writ large. And 
it is more than a quality control board of expert managers and tech- 
nicians running inspections and approvals to maintain order. 

The pressure toward better management has created an awkward 
gap between the sophistication of management and the sophistica- 
tion of the board. Although public and nonprofit management is not 
known for its rigor, it has advanced considerably in the past few 
decades. Governance, on the other hand, has scarcely moved at all. 
When chief executives are becoming more skilled as managers while 
their boards are not becoming more skilled as governors, leadership 
becomes a brittle commodity or, at worst, a mockery. Executives may 
end up patronizing the board in order to manage well. Boards can be 
led to busy pursuits that interfere as little as possible with manage- 
ment. The resulting scenario is not unlike that of a very mature child 
dealing skillfully with an immature parent. Most public and non- 
profit CEOs expect, as part of their job obligations, to stage-manage 
board meetings so their boards will not wander aimlessly or go out 
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of control. Such a game of seemingly necessary manipulation jeop- 
ardizes the fragile balance of leadership. For this reason alone, gov- 
erning boards must modernize the process of governance. 

A modern approach to governing will enable a part-time, possi- 
bly inexpert group of persons to lead. They have neither the time 
nor the ability to control every action, circumstance, goal, and deci- 
sion. Even if perchance they did have both the time and the ability, 
the organization would slow to a halt as they carried out their task. 
The most expensive resource of public and nonprofit organizations, 
the staff, would be significantly wasted as the official second-guessing 
process ground on. Boards caught in the trap of being better staff 
than staff, and boards bewildered by unending details or confused by 
technical complexities cannot lead. A modern approach to gover- 
nance must enable a board to cut quickly to the heart of an organi- 
zation, being neither seduced into action nor paralyzed into inaction 
by trappings along the way. 

This chapter argues that the secret to the new governance lies 
in policymaking, but policymaking of a freshly designed and finely 
crafted sort. I begin by defining the term policy as it is used through- 
out this text. After making a case that policy clarification is the 
central feature of board leadership, I consider how a board might 
get a handle on policy in real board life. I end the chapter by 
describing the four categories of board policy that will be used 
throughout the text. 


Policies as Values and Perspectives 


The essence of any organization lies in what it believes, what it stands 
for, and what and how it values. An organization’s works, rather than 
its words, are the telling assessment of its beliefs. Studies of corporate 
culture look at the way people deal with problems, differences, cus- 
tomers, decision making, and one another as a way to penetrate to 
the essence of an organization. These values and perspectives form 
the bedrock on which the more mechanical and visible aspects of an 


organization are based. 
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By value, I mean the common connotation of “belief” or “rela- 
tive importance,” as when we speak of right and wrong, prudent and 
imprudent, ethical and unethical, proper and improper, worthy and 
worthless, acceptable and unacceptable, tolerable and intolerable, 
and so forth. An example of a board value might be “Cost-of-living 
raises should be consistent with those in other organizations in our 
county.” By perspective, I mean the common connotation of “way of 


yn ne 


looking at,” “guiding principle,” “approach,” or “conceptual point 
of view.” An example of a board perspective might be “CEO eval- 
uation will be based on total organization performance.” 

Consider an organization’s goals, compensation, inventory pro- 
cedures, cash management, plant maintenance, paint scheme, pro- 
motion practices, market penetration plans, and innumerable other 
factors. With enough patience and inference, we could construct 
from these concrete realities a picture of the organization’s values 
and perspectives. It is probable, however, that decisions about such 
things were made explicitly but the values or perspectives that 
underlie them were not. Consequently, not only are values and per- 
spectives unspoken, but, having gone unstated, they are likely to be 
inconsistent across the organization and across time as well. 

As with individuals, organizations’ frameworks of values and per- 
spectives determine specific decisions and behaviors in the face of 
specific facts. And the same frameworks determine what they regard 
as relevant facts about the environment. So subtle is this effect that 
boards often do not regard their selection of facts as a choice; after 
all, facts are facts. They are caught in a self-perpetuating, circular 
phenomenon that does untold damage to vision and to thinking 
about possibilities. Being thus captured is the chief impediment to 
what is popularly called “thinking outside the box.” The unlocking 
of thought enabled by getting beyond single events to the underly- 
ing policy “has taken us so far outside the box that the box no 
longer exists,” according to Gerald L. Anderson, president of the 
Alberta Institute of Agrologists, Sherwood Park. He continues, “It 
encourages the mind to explore options that have no bounds, allow- 
ing one to consider all possibilities.” Values and perspectives are 
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thus powerful, often invisible forces that determine not only orga- 
nizational circumstances, activities, and goals, but even the data 
that organizations admit into their assessment of reality. 

Excellence in governance begins when boards recognize this 
central, determining feature of organizations. Setting goals, deploy- 
ing staff, writing procedures, formulating plans, developing strategy, 
establishing budgets, and all other board and staff activity depend 
on values and perspectives, whether those values result from debate 
or default. Unrecognized values can result in pernicious disparities, 
difficulties, and unfulfilled potential. Leaders may develop goals and 
plans without being mindful of their underlying meaning, the bind- 
ing glue that transforms disjointed parts into a whole. But when rec- 
ognized and properly used, an organization’s foundational values and 
perspectives offer leaders the key to effectiveness. 

It has been my experience with boards that a simple shift away 
from detailed and event-specific decision making and toward val- 
ues and valuing produces a powerful change in board leadership. In 
focusing directly on perspectives and values, a board moves closer 
to the underpinnings of organizational behavior and, as I will argue, 
becomes far more capable of delegating the actual event-by-event 
decision making safely and profitably to staff. 

In the language of this text, values and perspectives are blended 
into a fresh version of the concept of policy, so in most contexts 
henceforth, I refer to them in undifferentiated fashion simply as poli- 
cies. It is only important to remember that policy as used here can 
refer to values, perspectives, or both. When I refer to values, the 
reader may safely conclude that I mean both values and perspectives. 

Policy is a familiar and useful word, but the strength of familiar- 
ity is also a weakness. There is nothing new about the word in board 
life; it has long been a mantra that boards should make policy—or 
even confine themselves to policymaking. While that is true, the 
case I make here is that governing well requires policies that are far 
more carefully derived from rigorous concepts than before and 
crafted accordingly. If we are to build a more exacting framework 
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for policy-based governance, we must avoid the looser definitions 
currently attached to the word policy. 

Governing boards must learn to govern by creating and adjusting 
policies as I define them here. Because sophisticated management 
processes will then use board policies as their point of departure, these 
documents must be conceived with care. 


Leadership Through Policies 


Because policies permeate and dominate all aspects of organizational 
life, they present the most powerful lever for the exercise of leader- 
ship. Peters and Waterman (1982, p. 291) write, “Clarifying the 
value system and breathing life into it are the greatest contributions 
a leader can make.” Leadership through explicit policies offers the 
opportunity to think big and to lead others to think big. Leaders, 
acutely aware of the value aspect of life’s events, continually link 
day-to-day exigencies with the underlying important elements of 
life. They tap into something deeper, perhaps more uniquely 
human, than the accountant, supervisor, or technician in all of us. 
Work becomes not so much a series of structured mechanical activ- 
ities as a process of creating and becoming. Policy leadership clari- 
fies, inspires, and sets a tone of discourse that stimulates leadership 
in followers. 

There are four reasons that policy-focused leadership is a hall- 
mark of good governance: 


1. Leverage and efficiency. By grasping the most fundamental ele- 
ments of an organization, the board can affect many issues 
with less effort. However high-flown their intentions, boards 
have only so much time available, often measurable in hours 


per year. 


2. Expertise. Board members rarely have all the skills required to 
operate their organization. To compensate, some boards focus 
their recruiting on skills that match those of staff more than 
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those of governance. Governing by policies requires none of 
the specialties and can often be done better without them. 


3. Fundamentals. When a board sifts through and sorts all the 
material it might deal with, the real heart of the matter is the 
body of policy those materials represent. Boards that govern 
by attending directly to policies are more certain to address 
that which has enduring importance. Dealing so directly with 
the fundamentals has a compelling legitimacy. 


4. Vision and inspiration. Dreaming is not only permissible for 
leaders, it is obligatory. Dealing meticulously with the trees 
rather than the forest can be satisfying, but it neither fuels 


vision nor inspires. 


Directing an organization can be like rearing a child. Control- 
ling every behavior is a fatiguing and ultimately impossible charge. 
Inculcating the policies of life is far more effective, and even if some 
slippage occurs on individual behaviors, it is the only serviceable 
approach in the long run. So whether a board wishes to control nar- 
rowly or to lead more expansively, governing through policies is the 
efficient way to operate. 

To the extent that a board wishes to provide strategic leadership, 
it must clarify policies and expect organizational activities to give 
them life. Making policies explicit and consistent, consciously 
choosing policies from among alternatives, and obsessively keeping 
the spotlight on the chosen policies prevents the governing focus 
from wavering from policies and the organization’s fidelity to them. 


Reinventing the Meaning of Board Policy 


Boards have not been well enough equipped with language or use- 
ful conceptual categories to discuss policies. Even though we are all 
accustomed to speaking of policies, and even though boards claim 
to be “policy boards,” the promising idea of Policy Governance is 
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handicapped by our inexperience with managing policies. Which 
policies must be addressed? What should a board policy look like? 
Are there inherent differences among types of policies? If a board 
addresses policies, what are the nonpolicy issues that it stops ad- 
dressing? In preparation for proposing a classification system for 
board policies, let’s look at the relationship between policy and the 
unending stream of organizational decisions. 

Let us consider how boards ordinarily see their reality. Organiza- 
tions present themselves to boards as a collection or sequence of con- 
crete decisions, documents, arrangements (for example, staffing 
patterns or plans), and persons. Boards are accustomed to dealing with 
specific decisions and with resolving specific problems about this 
unending list. In fact, they pride themselves on being decision mak- 
ers and problem solvers. They gauge their performance by such deci- 
sions and solutions, not by the clarity of the policies that led to them. 

A board approval to increase a specific staff member’s salary by 
$500 might really represent a board policy that would allow any 
salary to be adjusted up to 15 percent, as long as budget balance is 
maintained. A board decision to reimburse staff for use of private 
vehicles at some specific rate might flow from the board’s belief that 
the rate should be consistent with that of local governments. A 
board presented with a staff plan for clinic hours might approve the 
extension of operating time to 8 P.M. if its own value is that service 
hours not penalize patients who hold daytime jobs. A board’s only 
policy concern, when asked to approve purchase of certain insur- 
ance coverage, may be that equipment is insured to 80 percent of 
replacement cost. 

A board would do well to examine the policy implications of any 
initiative it is asked to approve. It can rise above the technical com- 
plexities by being a guardian of values rather than a superstaff. 
“What policies are represented here?” should be a constant board 
query. “How do these actions relate to previous policies adopted by 
the board?” “What resolution of competing policies does this pro- 
gram, budget, or plan embody?” 


43 


44 


BOARDS THAT MAKE A DIFFERENCE 


For example, in many service agencies, a “sliding fee” schedule 
(also called a “sliding scale”) adjusts the price of services or prod- 
ucts on the basis of recipients’ ability to pay. Such schedules are 
ordinarily developed by staff, then inspected and approved by the 
board with great attention to form and content. Not uncommonly, 
the policies that the fee schedule represents receive no systematic— 
much less rigorous—airing at all. Above all, fee markdowns in a 
public agency are implicitly based on how the organization’s eco- 
nomic nature is conceived. If, to put it simply, the organization is 
to plug holes in the market mechanism (meaning, provide for those 
whom the market price system would leave behind), there are many 
value choices to be made about which holes are plugged and which 
are not. In other words, if we are to subsidize some persons or some 
needs more than others, on what basis will we establish differential 
subsidy? These values will, at some level, be decided within the 
bounds drawn by an organization’s fundamental purpose. In fact, the 
policies relevant to this issue could be seen as subsidiary to the 
broader intent. If these policies have been clearly stated, adminis- 
trative writing of the specifics of a fee adjustment schedule could 
proceed without board involvement. 

To use another example, budgets are adopted with exhaustive 
attention to detail but with only cursory review of the important 
policies inherent in the array of numbers. Zero-based budgeting 
arose primarily in response to the unstated value in conventional 
budgeting that ongoing activity has the benefit of the doubt over 
marginal additions. That undeliberated, unstated policy had gone 
largely unnoticed in millions of annual budget approvals. Budgets 
make powerful, albeit nonverbal, commentary on policies regard- 
ing financial risk, conservatism in projection of revenues, and appor- 
tionment of resources among competing intentions. Budgets are 
often cited as the most important policy statement. And so they 
may be, but they are usually poorly conceived policies. The policies 
represented are buried so well in numbers that few boards get past 
the numbers to any rigorous debate about the underlying policies. 
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If anything, the numbers seduce board members into a myriad of 
interesting but peripheral details. 

We pore over the many pages of personnel “policies” (a misno- 
mer), even though there are a mere handful of important policies 
underlying—and usually hidden in—the ample specifics. Similarly, 
boards often overinvolve themselves in the many aspects of a long- 
range plan rather than isolate and resolutely deal with the very 
small number of large value issues on which a staff planning process 
can be based. 

In other words, because of the allure and handy concreteness of 
specifics, boards are no more accustomed to dealing directly with 
policies than are their staffs. Individual board members do hold val- 
ues, of course, and sometimes state them clearly. The problem is 
that the board job design and process do not focus on the policy 
aspect of organization, nor do they provide a systematic way of col- 
lecting, deliberating, and enunciating those policies. Indeed, boards 
occasionally make a clear value pronouncement about an encom- 
passing issue, only to “lose” the statement by burying it in a far 
longer document or in the minutes. Wisdom expressed but uncod- 
ified slips away. 

By attending to policy content, a board can gain far more con- 
trol over what matters in the organization and be at less risk of get- 
ting lost in the details. Even then, the board will be trapped into 
reactivity if its policy deliberation is limited to what it receives from 
the staff. James P. Weeks, member of the elected park commission 
in Naperville, Illinois, captured this thought when he said, “My phi- 
losophy will affect a process rather than react to a function already 
under way.” There is no proactivity in inspecting what is already 
developed. Moreover, by that time, the organization already has a 
sizable investment in the document or the staff recommendation. 
Beyond being reactive, this after-the-fact value inspection is shaped 
by the interests, initiative, pace, and categories of staff work. Fur- 
ther, there is a great deal of executive prerogative about what to 
bring to the board and what not to bring. Inasmuch as boards often 


45 


46 


BOARDS THAT MAKE A DIFFERENCE 


answer only what they have been asked, the resulting board re- 
sponse is hardly leadership. 

To lead instead of follow, boards must get to the other end of the 
parade. Rather than following agendas driven by what the staff 
wants approved, boards should initiate the agendas. Of course, no 
board knows what is going on in the staff domain well enough to 
do this. I am not suggesting that boards try to connect in a real-time 
sense to staff activity. I am saying that boards can know what is 
going on—and what should go on next—in the board’s own job. 
The board is not responsible for managing, but it can surely be 
responsible for governing. 

The objective is not to bring the board more knowledgeably into 
an ongoing administrative process, as if staff operations is the train 
to be caught. The point is to establish the board’s policymaking 
process as both preliminary and predominant. If boards are truly 
governing, then board members are not obliged to tag along behind 
management. And they need not become superstaff in a conscien- 
tious attempt to tag along more professionally. They need only tend 
to their job of proactively establishing organizational policies. 


Categories of Board Policy 


Boards can scarcely lead the parade if their categories of work are 
derived from staff work. Normally, when a board addresses matters 
of policy, it is likely to do so within categories that mimic the 
administrative realm. Administrators are accustomed to breaking 
their domains down into certain areas: financial, personnel, pro- 
gram, data processing, and so on. Our tradition of board work 
encourages boards to derive their agendas from staff-based divisions 
of work. That these are sensible divisions of labor within a paid staff 
does not make them optimal divisions of thought at the board level. 

This common board practice is tantamount to classifying a man- 
ager’s functions on the basis of his or her secretary’s job areas. Con- 
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sider a new manager who asks his or her secretary just what cate- 
gories of work have been successful in the clerical position. The 
manager finds that the secretary divides the job into typing, filing, 
telephone answering, and scheduling. So informed, the manager 
proceeds to divide the managerial job into managing about typ- 
ing, managing about filing, managing about telephone answering, 
and managing about scheduling. Such a course of action would be 
ludicrous. We would think that such a manager had given little 
thought to the design of his or her own job, preferring thoughtlessly 
to mimic the concrete, handily available arrangement of a sub- 
ordinate’s duties. In fact, it is hard to conceive of any manager be- 
having in this way, unless the manager is a board! This error is so 
routine that we fail to see there can be another way to operate. 
Thus, conventional governance is subtly managed by management, 
a far cry from management governed by governance. 

In constructing a new wisdom of governance, I found it neces- 
sary to create categories to guide a board’s debate and pronounce- 
ments, groupings not derived from administration but from the 
nature of governance. These categories also serve as vessels to con- 
tain board policies as they accumulate, and thereby become divi- 
sions of the board policy manual. The categories embrace board 
policies about (1) ends to be achieved, (2) means (defined simply 
as non-ends) to be avoided, (3) the interface of board and manage- 
ment, and (4) the practice of governance itself. 

Policymaking does not constitute all of a board’s job. Linkage 
with the external environment, assessment of executive perfor- 
mance, and, in some cases, fundraising must be mastered as well. 
Policymaking, however, is the central role and one that verbally 
contains board positions and intentions about the other activities. 
Well-considered and well-ordered policymaking fashions all other 
board tasks into a coherent whole. Let us consider each of the four 
categories, derived from a consideration of the board’s distinct role 
rather than copied from categories present in management. 
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Ends 


What should the results be? How will our being in business affect 
the world? Our choices range from the broad (effects on whole pop- 
ulations) to the specific (outcomes for a particular client, student, 
patient, or other beneficiary). They relate to both the long and the 
short term. This set of values about an intended impact on the 
world is at the root of an organization’s reason for existence. 

Both the cost and the benefit to the world must be taken into 
account when a board considers the organization’s transaction with 
its environment that represents its purpose for existence. Ends, the 
most critical of all policy areas, are concerned with what human 
needs are to be satisfied, for whom, and at what cost. The govern- 
ing board’s highest calling is to ensure that the organization pro- 
duces economically justifiable, properly chosen, well-targeted 
results. Ends are about what the organization is for, not about what 
it does. I cannot overstate the importance of keeping the ends def- 
inition pure, for the Policy Governance model depends on this dis- 
tinction being honored rigorously. 

Strategic leadership is proclaimed more through wisely devel- 
oped organizational ends than through any other aspect of gover- 
nance. This policy category could be called results, impacts, goals, 
or outcomes as well as ends, each title having its own specific con- 
notations. The ends concept unique to Policy Governance is a sim- 
ple one; but because it had not been used prior to the model, it can 
cause stumbling due to its pairing of a familiar word with an un- 
familiar concept. The board’s governance of ends is specifically 
addressed in Chapter Four. 


Means 


Having isolated all values about organizational ends, we can legit- 
imately refer to all the remaining values as means. When we have 
dealt with where we want to go, we are left with how we can get 


there and how we will behave in getting there. Speaking for myself 
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as an individual, keeping ends and means separate is important, par- 
ticularly because I have a pernicious habit of confusing means with 
ends. But suppose I supervise a team and delegate portions of the 
intended results to the members of that team. To maintain clarity 
in our communications, it is even more important that I differenti- 
ate the activities from the results to which the activities lead. 

Beyond the need for clear communication, however, there is 
another important reason to keep ends and means separate. As a 
delegator, I am dealing not only with my own means but with those 
of others as well. And what we know about managing people draws 
a sharp distinction between my means and theirs. I must tell myself 
how to do my part, but telling my subordinates how to do their jobs 
(rather than simply what results I expect) has unintended negative 
effects. Unless they are unable or unwilling to make decisions, peo- 
ple do not work best when told how they must do things. Their cre- 
ativity is thwarted; they feel more like machines. If left free to 
choose the methods and to be held accountable only for results, 
people make the best of their hierarchical burden. 

When applied to an organization larger than a simple team, 
controlling methods at the top becomes a major source of organi- 
zational stress and even pathology. Bottlenecks develop because 
the part-time board cannot keep up with staff activities fast enough 
to prescribe them. The CEO cannot empower staff by decentraliz- 
ing decision making because the board has withheld the power to 
make decisions. Having chosen to control a wide range of meth- 
ods, boards frequently look like amateurs trying in vain to play a 
professional game. Moreover, when organizational dialogue is so 
heavily invested in the “how,” the “why” receives less attention. 
And issues of “why” are those most in need of board involvement. 

Because policies concerning one’s own means and policies con- 
cerning subordinates’ means are such different topics, they must be 
kept separate. Policies about board means are addressed in the two 
categories yet to be discussed. Policies about staff means represent 
board values about methods and conduct employed as staff pursues 
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organizational ends. What expression is proper for board values in 
the domain of staff means? As we examine this question, remember 
that the most effective governance controls what needs to be con- 
trolled, yet sets free what can be free. 

At the outset, the board’s only interest in staff means is that they 
be effective, prudent, and ethical. I have never found any other 
legitimate reason to interfere with a subordinate’s means. The main 
test of means, of course, is not means at all, but ends. The board’s 
concern about effectiveness manifests in the degree to which the 
staff fulfills the board’s policies about ends. That leaves only one 
direct board interest in staff means: that staff operations be prudent 
and ethical. This category of board values concerning the “how” of 

WANT MORE? achieving results is composed, then, of policy statements 

1 defining prudence and ethics. This is truly what it means to 

Amal govern an organization as opposed to managing it. Folkert 

Schukken, chairman of the Council on Corporate Governance and 

Board Effectiveness of the Conference Board Europe, agreed with 

the unique Policy Governance approach, summarizing it accurately 

by saying, “The board is not supposed to be the better alternative 

to management, but has to set ends and limit means for manage- 

ment. Many boards [mistakenly] try to duplicate management.” 
Chapter Five explores the board’s governance of staff means. 

The distinction between ends and means, though it seems coun- 
terintuitive, proves rather easy to negotiate. Using the Policy Gov- 
ernance definitions, they are quite distinct. This is fortunate, 
because it enables board-management delegation to be robust in its 
accountability yet optimally empowering at the same time. As Jack 
Gallon, attorney and board chair of Toledo Area Metroparks, 
expressed it, “Separating the ends from the means allows [all per- 
sons] to play their roles to the fullest and creates a system of checks 
and balances that holds everyone accountable.” 


Board-Management Delegation 


The only remaining area is the board’s own means. For mechanical 
ease rather than conceptual purposes, I divide the board’s means 
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into two parts: how the board relates governance to management 
and how the board goes about the job of governing. 

Policies about relating to staff include the board’s approach to 
delegation and its manner of assessing performance. Executive in this 
context means the staff organization that executes rather than gov- 
erns. If the board has chosen to create a chief executive role, then it 
refers to that role. I deal directly with the board-executive rela- 
tionship in Chapter Six. 


Process of Governance 


It is in policies about the process of governance that the board 
addresses the nature of its trusteeship and its own job process and 
products. Nonprofit and public boards ordinarily govern on behalf 
of someone else, an often undefined group tantamount to stock- 
holders of equity corporations. Board effectiveness can be sensibly 
assessed only if we know on whose behalf the board acts. For whom 
is it in trust? 

In carrying out the top job in the organization, the board, like 
any manager, makes specific contributions beyond just a summation 
of what subordinates do. What are those contributions? To put it 
another way, what is the board’s job description? What principles 
or ground rules does the board use to discipline the process of lead- 
ership? What are and what are not legitimate board topics? What 
is the board’s approach to its own discipline? How can the board 
structurally organize itself? Which committees will the board have, 
and what will be their jobs? 

The issues are numerous, but the question in this category is sim- 
ple: How does the board approach the process and products of gov- 
ernance itself? These subjects form the content of Chapters Seven 
and Eight. 


Summary of the New Policy Categories 


Values that govern an organization can be profitably divided into the 
foregoing four categories. I will show that explicit use of these cate- 
gories will profoundly alter the nature of board dialogue, documents, 
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and accountability and, ultimately, the board’s capacity for strate- 

gic leadership. These categories of policy, as further explained in 

subsequent chapters, can replace all other board documents except 

WANT MORE? bylaws, minutes, and pronouncements of the state (articles 

2 of incorporation, letters patent, or enabling statutes). They 

Hit oot] embrace and necessarily replace all that boards traditionally 

call values, beliefs, philosophy, and mission, as well as other such cat- 

egories. They are designed to be the centrally available, exhaustive 

repository of board wisdom. 

Throughout the remainder of this text, I will capitalize the names 

of board policy categories, but if the same words are used to refer to a 

concept, they will be in lowercase. For example, governance process sim- 

ply means the process of governance, while Governance Process refers 

to the policy category. Similarly, ends stands for the concept, while Ends 

is one of four board policy categories. As construed by the Policy Gov- 
ernance model, then, all board policies fall into these groups: 


1. Ends. The organizational swap with the world. What human 
needs are to be met (in results terms), for whom (outside the 
operating organization), and at what cost or relative worth. 
It is important that no means be included in this category. 


2. Executive Limitations. Boundaries that limit the choice of staff 
means, normally for reasons of prudence and ethics. While 
means includes practices, activities, circumstances, and meth- 
ods, the most comprehensive definition for means is simply 


“non-ends.” 


3. Board-Management Delegation. The manner in which au- 
thority is passed to the executive or staff component of the 
organization and the way in which performance using that 
authority is reported and assessed. 


4. Governance Process. The manner in which the board repre- 
sents the ownership, disciplines its own activities, and carries 


out its own work of leadership. 
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These policy category titles (one for ends and three for means) 
will be used throughout this text, but the exact titles are not impor- 
tant except to maintain continuity of meaning. Indeed, over the 
years, Policy Governance boards have used a number of variants. 
One referred to Ends policies as Mission-Related policies. The Exec- 
utive Limitations category has been referred to as Management Lim- 
itations, Administrative Parameters, or Staff Means Proscriptions. The 
Board-Management Delegation category is often called Board-Exec- 
utive Linkage or Board-CEO Linkage, even in my own publications. 
The title is not important, but the concepts differentiating these 
policy types are crucial. 


Next Chapter 


Having established universal and exhaustive policy categories in 
which to conceive and store the board’s values, I will now investi- 
gate policymaking in more depth. In Chapter Three, I will look at 
the traps in policymaking and the characteristics of effective poli- 
cymaking. I show how the board can gain greater control with 
shorter documents and demonstrate how the revered practice of 
approving budgets, plans, and other administrative material—a 
process that cripples strategic leadership—becomes unnecessary 
when boards enact policies that make a difference. 


WANT MORE? 
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Designing Policies 
That Make a Difference 
Governing by Values 


ost governing boards conceive of themselves as policy boards. 

We have a general understanding that board leadership is 
largely a policy task. A policy approach prevents a flurry of events 
from obscuring what is really important. Yet it is rare to find a board 
that seriously attends to policy more than to the various details of 
policy implementation. Except for boards influenced by Policy Gov- 
ernance, very few of the boards I have encountered in over thirty 
years could furnish me with even a handful of board policies! Either 
they did not have them or what they had was scattered through 
years of minutes. Documents that purported to be policies were 
almost always executive compendiums in which the board had 
played a reactive part. Even searches of minutes failed to turn up 
much more than single-event decisions disguised as policies. To be 
sure, there were “personnel policies” and “administrative policies” 
or general “policies and procedures manuals.” But these were basi- 
cally staff documents on which the board had stamped its approval. 
In none of these was it clear what portions or aspects the board itself 
had created or decreed. 

The most frequent exceptions to this state of affairs have been 
school boards. They have so many policies that they cannot possi- 
bly keep up with them. As would be expected, their policies mainly 
concern staff practices and are usually prescriptive in detail. Few 
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would qualify as legitimate board policies under the definition 
described here. 

In Chapter Two, I divided board policies into four categories 
that are based on the nature of governance, not borrowed from 

WANT MORE? Management. These categories were derived from gover- 
1 nance theory and as such are not mere conveniences or 
Emml] preferences. They must be kept cleanly separate. That is, a 
board policy is in one category or the other, never in two or more 

at the same time. 

Before investigating each category separately, beginning in 
Chapter Four, I will explore principles that apply to all categories. 
This chapter begins by describing what is often wrong with board 
policy and the general characteristics of effective policy. I next con- 
sider how a board can use the different “sizes” of policies to govern 
more efficiently and how those sizes must be reflected concretely in 
the format of policies. Then I argue that proactive policymaking 
can replace approvals as the dominant style of board leadership— 
and why it should. 


Getting Serious About Policy 


Traditional definitions and formats of policy impede a board’s abil- 
ity to govern by policy. Moreover, in some cases, whatever the board 
decides is called policy, the word being used to denote authorship 
rather than a characteristic of the decision. The fuzziness of the def- 
inition is a loud signal that the whole area of policy has not been 
taken seriously. Consequently, the claim of being a policymaking 
board is ordinarily contradicted by having policy that is really staff 
material with a large component of implementation specifics. Such 
policies are usually created by staff and only “blessed” by the board. 
In practice, I have found that a board’s professing to be a policy 
board offers few clues as to what the board actually does. 

Board policy can be dead but unburied. I once supervised the 
collection of all existing (still official) board policies of a large pub- 
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lic organization in Indiana. They had been painstakingly assembled 
at considerable cost, for they were sprinkled through a wide range 
of documents. The paperwork was inches thick. Many of the poli- 
cies had been long forgotten but were still on the books. How could 
these policies really be useful in running the organization? For all 
the rhetorical glamour afforded the board’s policies, they turned out 
to be an impotent, self-contradictory collection too unimportant to 
be kept up to date. 

Board policy can be alive but invisible. Although it is hard to 
find true board policy in written form, it is always possible to find it 
in unwritten form. Actually, it may not be found so much as sus- 
pected. Ironically, unwritten policy is sometimes thought to be so 
clear that no one feels the need to write it down and, at the same 
time, so variously interpreted as to border on being capricious. In 
reality, there is never a lack of policy; it always exists in the actions 
taken. Implicit policy not only fills in for the missing explicit pol- 
icy but is used to excuse the absence of the latter. 

Unfortunately, both unwritten policy and written policy left 
untended are of questionable utility. We have difficulty both in 
agreeing on what the unwritten policy actually is (what it would say 
if it were explicit) and in knowing which old written policies are still 
in effect. Curiously, the criterion used to judge which written state- 
ments should be taken seriously and which should be ignored is itself 
always an unwritten policy! Why? Because boards are loath to admit 
that their policies do not make a difference. Making a major invest- 
ment in board policymaking means first establishing principles and 
formats to guide policy content. Board policymaking, within the cat- 
egories set out in Chapter Two, must be correctly classified, explicit, 
current, literal, centrally available, brief, and encompassing. 


Appropriate classification. The importance of keeping policies 
both conceptually and physically in categories designed for gover- 
nance has already been stressed. Any given policy must fit within 
one and only one of the four categories described in Chapter Two. 
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Explicitness. Policies must exist in written form. This is the only 
way that all parties (including the policymakers) can know just 
what the policy is. It is the best way for board members to realize 
which policies should be questioned or changed. Two forces often 
make explicitness difficult to achieve. First, because “everyone 
understands” this or that precept, it seems silly to dwell on actual 
language. It seems silly, that is, until the writing begins and we dis- 
cover that our agreement was not as precise as we thought. Second, 
being explicit carries a danger similar to that of being proactive. It 
means laying one’s values on the table, exposing differences, and 
confronting them openly. 

Currency. Up-to-date policies are the only ones that work. A 
board can ensure that it keeps policies current by compulsively oper- 
ating from its policy manual rather than by vowing to review poli- 
cies annually. When a board lives from its policies, the policies will 
either work or be changed. They will not collect dust. Policies must 
never end with a whimper but a bang; they must not be allowed to 
fade away into oblivion. Staff can help by acting as if the board sin- 
cerely means every policy that the board has not yet rescinded. 

Literalness. Policies must mean what they say. If they do not, 
then they should be amended or deleted. We have come to accept 
organizational language that is meaningless. Learning a job is time- 
consuming when you must discern bit by bit which words mean 
what they say and which do not. Governing is a verbal job; if a 
board’s words have little integrity, governance cannot be excellent. 

Central availability. When board pronouncements are all kept in 
one place, the task of determining what the organization represents 
becomes easier. Policies done properly are virtually the only medium 
through which the board speaks and thus should not be scattered 
about, discoverable only by scouring years of minutes and multiple 
staff documents. Centrally visible board values go far in preventing 
board intentions from being idiosyncratically interpreted by indi- 
vidual members, officers, or committees. To make a difference, board 
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policies must be in a single repository that has obvious preeminence 
over other organizational documents. 

Brevity. Brevity may be the unheralded secret of excellence. An 
organization can be tied up in procedure manuals. Similarly, in board 
policies, “too long” and “too many” are enemies of good leadership. 
Organizations seem to be impressed with complexity, however, so 
brevity in policymaking confronts the need to look sophisticated (“It 
just can’t be that simple!”). Boards need to seek compelling sim- 
plicity. Michael F Paskewicz, superintendent of Adams 12 Five Star 
Schools in Thornton, Colorado, spoke of “a simple elegance to the 
governance process.” 

Comprehensiveness. The board policy framework must encompass 
the entirety of that which is governed. That is, the design must 
enable all aspects of the organization to fall within the stated values 
of the board. In this way, the board need not address all value issues, 
only the larger ones. By sticking to the discipline of resolving larger 
questions before smaller ones, starting with the broadest in each cat- 
egory, the board ensures that its policies will encompass the entire 
range of corporate possibilities. It can then be truly said that board 
policy embraces everything. By examining the nature of policy “sizes,” 


the next section explains how policy can be encompassing. 


Policies Come in Sizes 


Inasmuch as there are fewer policies than decisions based on those 
policies, the board’s task is already easier than if it had tried to 
address all the single organizational decisions. Dealing with policies 
moves the predicament from the impossible to the merely improba- 
ble, for there are also more policies than a board has time to con- 
sider. Because policies merely represent our values or perspectives, 
written or unwritten, they can be revealed in every event that occurs 
in an organization. We value one pen over another. We have values 


about the length of meetings, economy airfare, group insurance, wax 
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for the floor, and the need for a waste treatment plant. How can the 
board address such an inherently pervasive, large body of policy 
material, yet have a manageable task and product? This quandary 
of too many policies to deal with has, happily, a simple key: policies 


come in all sizes. 


Logical Containment of Policies 


Larger values or perspectives logically contain—that is, logically 
limit the content of—smaller ones. Once a board has chosen an 
encompassing value, a plethora of narrower value issues still remain 
to be settled. It is this characteristic that leads many board mem- 
bers to see policy as vague or not specific. A board is just as likely 
to be too broad as to be too detailed, so board members’ anxiety is 
not without foundation. Happily, the phenomenon of logical con- 
tainment can help boards debate the question of policy breadth in 
an organized manner. 

No matter how broad a policy is, it is always more specific than 
if it had not been said and less specific than it might have been. 
Therefore, it delimits the universe of specificity yet to be encoun- 
tered, though it does not resolve those specificities. In other words, 
the range of further possible choices is smaller because the large 
value has been resolved. Say that you personally place more value 
on owning a new $45,000 car than on having $45,000. This value 
statement both introduces and delimits further value issues about 
colors, models, and stereo systems. Similarly, selecting a purpose for 
the organization involves the broadest level of values about organi- 
zational results. Making that choice leaves many questions of prior- 
ities unresolved, but it clearly circumscribes the range of remaining 
choices. 

A community may feel that the goal of establishing a healthier 
local economy is sufficient reason to operate an economic develop- 
ment agency. Whether to establish a broader employment base or 
to be a regional retail center is a subsequent and slightly smaller 
value choice that can be confronted within the more broadly stated 
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intention. Similarly, a public school aim to produce competent, 
employable citizens still leaves large issues to be decided, though at 
a lower level of abstraction—for example, the balance among aca- 
demic, job skill, and life-planning competencies. 

Policies within each category described in Chapter Two can be 
arranged by size. Like mixing bowls, they can be nested, largest to 
smallest (see Figure 3.1). After addressing the largest value choices 
(the biggest bowl), the board can either address the next level (the 
second largest bowl) or be content with having clarified the first 
level. A delegate is granted the right to make choices within the 
second and subsequently smaller levels (see Figure 3.2). 

By attending to the largest issues in each category, the board can 
responsibly limit the work it must do. As it attends to the specificity 
in each decreasing level of policy, it reaches a point at which a 
majority of board members are willing to accept any reasonable inter- 
pretation of the policy language. Until the board feels that the full 
range of choices permissible under this rule are acceptable to it, it 
has not reached the stopping point. When it does reach that point, 
the board can safely stop. It is not relevant whether the remaining 


Figure 3.1. A Nested Set of Policies 


Note: Smaller issues fit within larger issues, as smaller bowls fit within larger 
ones. The entire set can be controlled by handling only the outermost bowl. 
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Figure 3.2. Hands-On, Hands-Off Control 





Note: Direct control of the outer bowls in a nested set allows indirect control 
of the smaller bowls. A board will decide to have hands-on control over the largest 
issues (depicted here by bowls drawn with a solid line) but indirect, hands-off con- 
trol of smaller issues (depicted by bowls drawn with a broken line). 


range is vague, only whether it is acceptable. In Ends, for example, 
how much the board trusts its CEO doesn’t matter, only whether 


WANT MORE? the range is acceptable. Trusting the CEO to make a cer- 


2 | tain choice means the board is harboring an unspoken 


expectation that should be detailed through further policy 
specificity. When Ends and Executive Limitations policies are cre- 
ated with this integrity, management can safely be authorized to 
make all further choices. 

Phyllis Field of the Rhode Island Board of Regents referred to 
this phenomenon as “controlling the inside by staying on the out- 
side.” As the board writes its policy, there should be no ambiguity 
about the size of “bowl” at which the board stopped or what the 
board has explicitly pronounced. Without such a scheme for creat- 
ing policy, boards tend to make a policy about this, that, and the 
other. A patchwork of policies can leave dangerous gaps. Boards are 
reasonably fearful of having overlooked some important policy fea- 
ture, so they fall easily into the trap of becoming supermanagers, 
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reviewing and approving everything. Powerful delegation is impos- 
sible in these circumstances, as is the freedom of the board to attend 
unceasingly and vigorously to the big issues. Making use of the log- 
ical containment principle in its decision making enables a board 


to have its hands firmly on, though not in, an organization. 


Board Policy Versus Staff Policy 


Starting with the big questions first is simply a good problem-solving 
technique, even for individuals. But when delegation is involved, 
the utility of this approach goes beyond merely good problem solv- 
ing. It enables the board to define the boundary between itself and 
its executive. 

Let me emphasize that a clear distinction between “policy and 
administration” (as it used to be expressed) does not exist, at least 
not in a universal way. There must be a line between board and staff 
for role clarity, to be sure, but that line is established by each board 
and can change over time. Such flexibility, however, does not mean 
there are no principles for a board to use when establishing or 
changing that line. 

The boundary always lies just below the point that board policy 
last addressed. There is no set boundary for all boards or even for 
the same board at different times. As long as the board approaches 
all policymaking from the largest to the smallest issue, this method 
will redefine the boundary as circumstances and board values shift. 

The board’s job differs from staff jobs, then, not by topic but by 
levels within topics. Exceptions to this rule are the unique elements 
of the board’s job that are discussed in Chapter Seven. This 
approach recognizes and validates that everybody, not just the 
board, makes policy. Every clerk and janitor, by her or his actions, 
is making implicit policy at all times. It is inescapable that every- 
one does so, though the policies made are of vastly differing sizes. 
What is important is that all policies that live in the organization 
be consonant with the broader policies enunciated by the govern- 
ing leadership. Thus, the board can control without meddling. 
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In dealing with policy issues of different sizes, then, the board 
can create policies that make a difference if it observes the follow- 
ing principles: 


e The board should resolve the broadest or largest policy issue 
in each category before dealing with smaller issues in any 
category. This means having the discipline to stick with 
the highly subjective, tough choices that are found in 
the broader policy issues. Explication of the general 
thereby precedes the more particular. Somewhat coun- 
terintuitively, stating the largest decisions accurately 
requires as much precision of thought and language as 
doing so for the smaller ones. 


e If the board wishes to address smaller levels, it should never 
skip levels but should move to the next smaller levels in se- 
quence. This requires having the discipline not to reach 
into the organizational decision process for instant fixes, 
even if specific board members are more expert in a 
subject than staff. 


e The board should grant the CEO authority to make further 
operational choices, as long as they are in accordance with 
the board’s Ends and Executive Limitations policies. This 
requires the discipline to let go, to delegate. 


The provisions of Ends and Executive Limitations policies are 
binding directives. But within the performance ranges they repre- 
sent, the executive is free to choose and move, free of stultifying, 
over-the-shoulder involvement by the board. Not only is such 

WANT moRe? detailed involvement unnecessary if the board has done its 
3 job, but it also destroys staff creativity and efficiency. Only 
~~ | boards that have failed to be proactive policymakers have 
any need to meander in or retain approval authority over staff activ- 

ity and plans. Moreover, unless the CEO has such authority, he or 
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she can never delegate parts of it to subordinates without onerous 
bureaucratic strings. It is no wonder that conventional governance 
practices often result in an organization that is either unable or 
afraid to make decisions. 

Decision making below the board’s in the categories of Gover- 
nance Process and Board-Management Delegation may be granted 
to the board chairperson. Inasmuch as they deal with the board’s 
own means, they should not be delegated to the CEO. But within 
the Ends and Executive Limitations categories, the CEO must be the 
person authorized to make further decisions. In any event, it is in 
delegation to the CEO that board fidelity to good principles is most 
critical. Even when the staff is small, by far the preponderance of fur- 
ther decisions lie in the executive’s arena. Consequently, almost all 
of my further comments on the concept of residual decision latitude 
relate to the Ends and Executive Limitations categories. 

How far a given board delves into the smaller issues is com- 
pletely up to the board, as long as it starts with the largest issues and 
progresses in sequence. The likelihood of a board’s going too far 
(even in the judgment of staff!) is small, simply because the further 
it goes, the more complex the task of balancing all the ramifications 
of any one choice becomes. Lower-level issues branch out much like 
a table of organization or family tree does, so the number of factors 
to coordinate increases at lower levels. Juggling such permutations 
is one reason that a full-time staff stays busy. 

As later chapters explain in more detail, board decision making 
will go from broad toward narrow based on the board’s values and 
need not be in reaction to current problems. However, in some 

WANT MORE? Cases, issues do arise that cause a board to rethink the level 
4 or content of decisions it has made in the top-down man- 
amem ner. After all, the world does not conveniently present itself 
to us in neat categories and articulated levels of breadth. Being will- 
ing to reconsider previous board decisions based on current realities 
is commendable, but it is wise only if the board abstracts up from 

the specific issue to a policy level it consciously chooses. 
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It is helpful to envision the “size of issue” phenomenon as a 
matrix (see Figure 3.3). The board’s level of involvement is across 
the top of all subjects. Just beneath the board’s level is the CEO’s 
level of involvement; just below that is the first echelon of staff, and 
so forth throughout the organization. Everything below the board’s 
chosen level is in the CEO’s domain; in turn, the CEO delegates 
issues below his or her chosen level to staff. 

Columns cutting through all levels contain any topic with 
which the organization might deal. Each topic includes issues that 
are very large (at the top) and those that are very small (at the bot- 


tom). A budget, for example, embodies a few sweeping values and 


Figure 3.3. Decision Levels Within Organizational Topics 


Budgeting Personnel Any other topic 





Board level of 
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CEO level of 
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Sub-CEO level of 
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Note: This matrix contrasts traditional board control of staff functions with Pol- 
icy Governance board control. Typical management documents that traditionally 
require approval by the board in order to become official are represented by the 
dashed lines. Such documents include decisions from very high (or broad) to very 
low (or narrow) levels. The approval process causes the board to be drawn into low- 
level decision making, impedes agile decision making at the corresponding low lev- 
els of the organization, and tends to be reactive. In contrast, board control as 
exercised in Policy Governance is represented by the dotted lines. The board 
addresses all topics at their broadest level. The board decisions constitute filling in 
each of the top cells with an applicable policy. Subsequent decisions by the CEO 
and his or her subordinates must be within a reasonable interpretation of the board’s 
higher, proactive policy. 
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a great many small ones. The board fills in the top cells with policy. 
The CEO and his or her subordinates fill in all other choices, 
remaining consistent with the board’s statement. Board policies are 
recorded in a board policy manual consisting of all the board’s pro- 
nouncements but not cluttered by the more voluminous decisions 
subsequently made by staff. 

In other words, instead of a policy and procedures manual, there 
should be a board policy manual that is separate from staff-written, 
staff-owned documents. Rather than a board-approved budget, there 
should be a board budget policy separate from and controlling a 
staff-written budget. Instead of a board-approved personnel man- 
ual, there should be a board policy on the treatment of personnel. 
Rather than a board-approved wage and salary administration plan 
with compensation schedules, there should be a board policy on 
compensation. In practice, it turns out that for most boards, each 
policy might be approximately one page in length. The board’s cen- 
tral document would be a conceptually horizontal collection of 
these three and other board policies. 

Contrast this with the conventional approach, in which opera- 
tional documents are arranged vertically by topic. Commonly, there 
is a personnel manual, a budget, and a compensation plan. Each 
document is a mixture of the trivial and the profound—mostly triv- 
ial, simply because the greatest number of issues are at the lower lev- 
els. Moreover, the documents are rarely explicit about values at all. 
Board-level choices cannot be distinguished from staff choices. The 
content overwhelmingly consists of the specifics of implementation, 
generated largely by staff, from which the broader controlling val- 


ues can only be inferred. 


Policy Architecture 


When a board policy addresses more than one level (or breadth) of 
a value, it is necessary for the format of the policy to reflect the nest- 
ing of the lower levels inside the larger. A simple outline form serves 
this need handily. The policy preamble would be the highest level, 
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major headings the next highest level, and so on throughout the out- 
line format. The board will have debated and resolved higher levels 
prior to lower levels within what will become a single policy. It will 
not have dealt with the document as a whole, except in its final 
review. Miriam Carver and I have explained in step-by-step detail a 
process for creating policies in this way in Reinventing Your Board 
(Carver and Carver, 1997c; revised edition scheduled for 2006). 

Consequently, the very format of board policies in nested levels 
reflects the discipline of the board’s determination of governing val- 
ues. Policies can be rigorous yet succinct. If a policy is going to be 
a compact document wherein every word counts, it should not 
repeat what can be found elsewhere. 


The Approval Syndrome 


This kind of unembellished policymaking may appear stark and sus- 
piciously terse to boards accustomed to adopting omnibus docu- 
ments in monolithic rather than articulated policy format. It can 
be quite difficult to find, much less to extract the broadest, most 
encompassing policy issues from such conglomerations. It is cus- 
tomary not only to adopt various levels of policy in an undifferen- 
tiated mass but also to adopt whole documents such as budgets, 
personnel “policies,” and compensation plans. These include mul- 
tiple levels of detail or, put more frankly, a preponderance of trivia. 
This kind of board approval of whole management documents is the 
long-standing norm in governance. 

Only respect for tradition prevents our noticing how ritualistic, 
trivializing, bottlenecking, and reactive this “approval syndrome” 
is. The inherent flaws in this time-honored and virtually ubiquitous 
method are severely detrimental to the quality of both governance 


and management. Let’s examine these flaws. 


Reactivity. Document approvals place the board in a reactive 
position. The board is moving after the fact inasmuch as the docu- 
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ment has already been created (using criteria the board did not 
establish). For practical reasons, the board can often do little but 
approve the measure. Many times, to avoid feeling like rubber 
stamps, boards nitpick, particularly in approving budgets. No mat- 
ter how much intelligence goes into playing this reactive role, it is 
clearly not leadership. 

Sheer volume of material. Board members must read and under- 
stand sufficiently to critique. That calls for studious attention to 
many low-level issues. The resultant tomes of background informa- 
tion are necessarily filled with staff-level material and issues, on 
which board members conscientiously spend prodigious amounts of 
time. It is unlikely that boards can be truly complete in this en- 
deavor, and they are likely to overlook important items in the flurry 
of small ones. 

Mental misdirection. A strategic leader must continually struggle 
against smallness. The larger, important values are vulnerable and 
easily displaced by concrete, short-term matters. The approval syn- 
drome invites boards to deal primarily with low-level issues and dis- 
tracts their attention from more subjective high-level issues. One 
board I worked with spent time going over every nook and cranny 
of an almost $200 million budget each year. Looking back over sev- 
eral years of such exhausting work, they were hard pressed to find 
even one half of 1 percent of budget improvement thus produced. 
Yet during the same time, they had failed to wrestle with and clar- 
ify just what this large organization was to produce! 

Letting staff off the hook. When the board gives formal approval, it 
becomes the owner of the document. Whatever is inconsistent with 
what would have been a board policy (had there been one) can no 
longer be held against the CEO. Who is to be held accountable when 
a board-approved staff plan fails to accomplish the desired results? 
The board has been co-opted in the process. But staff judgment may 
have been co-opted as well, inasmuch as staff plans are designed not 
only to accomplish results but also to garner board approval, approval 
that is normally granted in accord with board members’ unstated (not 
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committed to policy) values. It is not uncommon for a staff to give 
disproportionate attention to this political feature. Under these con- 
ditions, CEO accountability to the board loses both legitimacy and 
rigor. 

Unfairly putting staff on the hook. Despite having taken ownership 
of documents by virtue of approval, boards frequently disavow their 
decision subsequently by blaming management for some shortcoming 
that was not noticed at the time when the document was approved. 
Staff are caught not knowing what they might be judged on and can- 
not rely on the board’s approval to be the final test. Even if this revo- 
cation of approval never occurs, the approval process itself is usually 
a board judgment of staff work against no obvious criteria. 

Short-term bias. Low levels of an organization generally have a 
short time horizon. Because the document is created from the bot- 
tom up, rather than on the basis of high-level values pronounced 
by the board, it may have a short-term bias. 

Lack of clarity in the board’s contribution. When the document is 
approved, it is impossible to determine just what the board said! 
The board either said everything because it officially took owner- 
ship of the document in its entirety, or it said nothing because it 


WANT MORE? merely passed what someone else contributed, or it said 


5 something between these extremes. But no one can tell. 

There is no distinct pronouncement expressing the values 

of the board. Thus, the voice of leadership cannot be heard. Under 

such obscure conditions, a board may remain busy reviewing and 

approving but making no substantive contribution at all, and no 
one notices. 

Hampered staff agility. Since we cannot tell what the board has 
said, we cannot tell what others in the hierarchy have said. Conse- 
quently, we cannot tell who has the right to restate or change some 
part of what has been decided. Any request for change must be put 
to the board, regardless of how undeserving it may be of board 
attention. Thus, the board is involved in trivial matters both in the 


initial approval and in subsequent amendments. The management 
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either floods the board with staff-level issues in order to preserve 
flexibility in their activities and plans as circumstances change or 
accepts the bottleneck caused when plans and procedures cannot 
be amended in a natural flow by the persons most intimate with 
implementation. 

Fragmentation. The board faces a sequence of disconnected and 
unmanageably voluminous vertical slices of the whole (budget, per- 
sonnel, program, and so forth) instead of a holistic, manageable fab- 
ric of horizontally connected policies. We all profess that boards 
should deal with the big picture, but it is difficult to picture the for- 
est by inspecting one tree at a time. 


The approval process provides boards with a handily available, 
easy, tradition-condoned method of imitating leadership. Instead of 
separating the board’s domain from the staff’s domain, the approval 
syndrome confounds both domains, resulting in an undifferentiated 
mass. The stage is set for the board to do unnecessary work at the 
staff level and for the staff to wield undue influence at the board 
level. The former result, depending on one’s point of view, is per- 

WANT MORE? ceived as detailed, trivial, burdensome, or involved. The 
6 latter is perceived as rubber-stamping, staff dominance, or 
a | comfortable passivity. Of course, both situations may exist 
at the same time, with the board doing staff work and the staff doing 
board work. Whichever way talent is wasted, neither strategic lead- 
ership by the board nor effective management by the staff occurs. 
When the approval process is taken too lightly, it reduces board 
action to a charade. When it is taken too seriously, it reduces the 
CEO concept to a charade. 

Curiously, there are times when the board goes through the 
approval process not intending to withhold authority from the CEO 
but to confirm it. A board might declare its support for the CEO by 
cloaking some controversial executive decision with the prestige of 
the boardroom. Board motivation is usually expressed thus: “We 
want the staff (or others) to know the board is really behind the 
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CEO on this.” As long as the board and CEO understand that the 
decision is truly the CEO’s, this approval not only seems harmless 
but appears to be a healthy show of solidarity. However, such a ges- 
ture of board support is called for only if the board has been send- 
ing weak signals about the nature of delegation. This kind of support 
is rarely warranted if the board has made it clear to all that all CEO 
decisions that are within board-stated bounds are always supported 
by the board. Official support of a specific action implies that such 
sporadic backup is necessary or, conversely, that the general philos- 
ophy of delegation is weak. 

Board approvals are an unnecessary and dysfunctional method 
of board control, then, regardless of the ubiquity of the practice. 
Chapters Four, Five, and Six will build a case for a more proactive, 
fair, and detrivializing approach to fulfilling the board’s moral and 
legal obligation to control the organization. 


Policy Development 


Good policymaking, then, is proactive on the broadest issues rather 
than reactive on issues of all sizes. Policies of the board, brief though 
they may be, become parents to all executive action. Because these 
policies are central, their currency is critical. Brevity will make it far 
easier to keep them up to date. Such brief, current policies devel- 
oped by a state board in Ohio were said to “reduce the Board’s Policy 
Manual to 34 pages from 422 pages and make it a constantly used 
reference rather than a collector of dust,” according to Ohio educa- 
tor Robert Bowers. Governing by policy means governing out of pol- 
icy in the sense that no board activity takes place without reference 
to policies. Most resolutions in board meetings will be motions to 
amend the policy structure in some way. Consequently, policy devel- 
opment is not an occasional board chore but its chief occupation. 

Board policies categorized as in Chapter Two and nested as in 
the mixing bowl example now wrap around every possible result, 
action, behavior, process, and other characteristic of the organiza- 
tion. Using the policy circle shown in Figure 3.4, Figure 3.5 illus- 


Designing Policies That Make a Difference 


Figure 3.4. The Policy Circle 
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the board’s 


own job 


organizational 
ends 












Decisions about Decisions 
linking governance 


to management 


about management 
means 





Note: The four categories of organizational decisions are shown as four sets of 
bowls, brought together to form four quadrants of a circle. Larger and smaller issues 
within those categories are shown as larger and smaller bowls. 


trates the all-embracing nature of the resulting board policies. The 
board’s arms are around the organization without its fingers being 
in it; control without meddling has been achieved. 

From time to time, a board discovers that its values have 
changed. Perhaps a previous statement was not fully cognizant of 
the range of options, or the risks and opportunities in the external 
world have shifted. Even large shifts in board values can usually be 
accommodated by altering existing language rather than by adding 
to it, thus changing the volume of policies very little. The body of 
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Figure 3.5. Board Policymaking 
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Note: Completed board policies will occupy the outer part of each quadrant but 
will embrace more detail (smaller-bowl levels), the amount depending on the 
board’s values. The board will go into more detail about some policy topics than 
others, even within a given quadrant. Notice that the quadrant containing all staff 
means issues will be addressed by the board in a constraining or negative fashion 
(hence the policy category titled “Executive Limitations”). Empty space in the 
middle represents smaller decisions that the board is content to leave to delega- 
tees. The CGO will be given authority to make decisions in the spaces marked X. 
(Foreshadowing later discussion of this role, CGO is used to indicate the chief gov- 
ernance officer, a function normally fulfilled by the board chair.) The CEO will be 


given authority to make decisions in the space marked Y. 
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policies can remain a truly living document as long as the number 
of policies remains small and the categorization among types re- 
mains distinct. 

Policies or policy changes can be brought to the board’s atten- 
tion from any source. It is not important to restrict the pathways 
through which the board receives its impetus to establish or change 
its policies. But it is important to affix the responsibility for con- 
tinual, informed weighing of policy issues. That responsibility must 
rest squarely on the board itself, not on the CEO. In practice, the 
CEO plays a meaningful role in the board’s continuing inquiry. But 
to remove from the board the central responsibility for its own job 
would be a rash flight from responsibility. The board may charge its 
officers or committees with parts of its task, but let there be no mis- 
take about whose responsibility is being assigned. 

In an optimally functioning board, the nature of its discourse 
constantly presents it with ways to develop policy. Proper board- 
room dialogue spots value inconsistencies, seizes on value issues, 
and is impelled toward exciting discoveries in verbalizing relative 

WANT MORE? worth. Meaningful policies are an expression of the board’s 

7 soul. While they may not embody everything a board be- 

a | lieves, when created in the Policy Governance manner, 

they embody everything about which one can be certain the board 

is and stands for. In an environment of value awareness disciplined 

by principles relating to value size and category, a board can enact 
policies that make a difference. 


Next Chapter 


Having better defined the nature of effective policymaking, I will 
examine each policy category, visualizing the emerging board poli- 
cies by using the policy circle. In Chapter Four, I examine the Ends 
category, the policies that direct the most critical feature of any 
organization. In these policies, the board makes clear what the orga- 
nization is for, as opposed to what it does. The Ends policies are a 
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more sophisticated, more rigorous extension of what is typically 
called mission. No feature is more central to the policymaking 
responsibility than the governing of organizational ends. 


WANT MORE? 


mal 
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Focusing on Results 
The Power of Purpose 


he most important work of any governing board is to define 

and redefine the reason for organizational existence. It is ironic 
that in so many texts, boards are counseled to “support the organi- 
zation’s mission,” a weak role indeed. The passivity and reactivity 
in that advice falls short of the authority and obligation of a board 
to decide, enunciate, and enforce the organizational mission. More- 
over, the board’s job in doing this is more crucially related to its rela- 
tionship with owners than with staff. The board is obligated to 
express Owners’ prerogatives, not to champion management choices. 
It is not simply the approval of a purpose statement. Nor is this a 
task done once, then forgotten. It is a perpetual obligation, deserv- 
ing of the majority of board time and energy. It is far more impor- 
tant than any other board undertaking, even its choice of chief 
executive. 

The only justifiable reason for organizational existence is the 
production of worthwhile results. Worthwhile results always relate 
to the satisfaction of human needs. Whose needs, which needs, and 
what constitutes satisfaction are the unending, subjective quan- 
daries confronting a board. Resolving the important, even existen- 
tial value quandaries inherent in these questions is the very heart 
of leadership in governance. 

In this chapter, I begin by arguing for boards to focus more on 
the world outside the organization than the one inside. I then relate 
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that external focus to the creation of Ends policies. I also look at 
two powerful distractions that draw boards away from ends: the con- 
fusion of ends with means and premature anxiety about evaluating 
ends. I conclude with the board’s largely ends-related role in long- 


range planning. 


Transcending the Organization 


Board leadership of an organization is jeopardized more by the orga- 
nization itself than by any other threat. I am referring not to the 
reluctance of staff to be governed but to a more insidious phenom- 
enon: the captivating allure of organizational events and issues. Typ- 
ically, a high percentage of board time is spent on internal matters. 
Even when the subject matter is related to services or programs, the 
focus tends to be on personnel, financial, logistical, or other orga- 
nizational aspects of programming. In other words, the most com- 
pelling subject matter deals with structure and method, not results. 

Leadership for results begins outside, not inside the organization. 
Because of the seductive intrigue of organizational activity, board 
discipline must be designed to overcome entanglement in internal 
matters. Our understanding of what constitutes board involvement 
must change. The most effective way to help board members rise 
above organizational myopia is for the board to develop a taste for 
the grand expanse of the larger context. 


The Larger Context 


Although organizations are worlds in themselves, each is part of 
something bigger. We must start from this larger context to grasp 
the underpinnings of an organization. This outside world existed 
prior to, is larger than, and likely will go on after the organization. 
It is this larger context that gives meaning to the organization’s pur- 
pose and makes the organization’s very existence possible. Further, 
board members’ primary identity lies not within the organization 
but in some part of the external context. 


Focusing on Results 


To the extent that a board fails to consider its results from a con- 
text external to the organization, it narrows the vision of which it 
is capable. Sometimes, leadership differs from nonleadership only 
in that leadership views the world with a slightly wider lens. That 
wider lens or, if you will, taller perspective, is achieved in gover- 
nance by viewing not the organization but its environment as the 


setting for analysis and debate. 


Transaction with the Environment 


The organization lives within the larger context of the world and, 
hence, affects it. That the organization exists makes a difference to 
this larger world, and the difference it makes can be characterized 
in two ways: (1) the world is richer, happier, and less in pain because 
of the care, knowledge, cure, beauty, order, peace, or support pro- 
duced; and (2) the world is poorer, more depleted, and more in pain 
because of the talent, capital, and space consumed. These two 
impacts on the world, corresponding to benefit and cost, should be 
the chief interest, even obsession, of the governing board. The 
board should ask itself, “What good shall we accomplish, for which 
people or needs, and at what cost?” It is important that boards view 
organizational results in terms of cost, benefits, and beneficiaries. 
The concept here is exchange, a transaction between the orga- 
nization and the world. Something of value that is consumed is 
swapped for something of value that is produced. I use the word 
ends to mean three elements of that exchange: the intended and 
WANT MORE? actual results in people’s lives for which the organization 
1 exists, the intended and actual persons or populations who 
y experience those results, and the cost of those results or of 
those results for those particular persons. These elements describe 
the organization’s swap with the world. So the ends concept, as 
used throughout this book, refers to the organization’s product 
(changes in or for people), the organization’s beneficiaries (which 
people), and efficiency (worth of that change in terms of monetary 
cost or cost in other results or recipients foregone). It is particularly 
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important to note that there are no activities or methods included 
in the ends concept. 

To summarize: in the terminology of Policy Governance, any- 
thing that is not ends is by definition means. (It is easy to speak of 
“means to the ends,” but that is wording that can mislead. For ex- 
ample, keeping the organization’s lawn mowed is a means in the 
Policy Governance use of the term, but it is hardly a means to the 
organization’s ends.) To reduce wordiness, when I refer to results, it 
will mean the special type of results included in the ends concept, 
not just any kind of results (avoiding, then, results of getting the 
roof leak fixed or the staff satisfied). Further, ends is not synonymous 
with results, but includes them along with beneficiaries and cost. 

The usual organizational vocabulary contains the terms goal and 
objective. But, alas, both goal and objective can be applied to either 
means or ends. Therefore, it is misleading to equate goals or objec- 
tives with ends. Although I myself use these terms according to 


WANT MORE? their common meaning of some desired achievement, I do 


2 | not employ them in addressing the board’s job, for they are 


management concepts that are misleading in governance 
because they obscure the difference between ends and means. In- 
stead, I will refer to the ends-means distinction. 

Similarly, strategy as commonly used includes both ends and 
means components. A planned shifting of outcome priorities over the 
next five years is an ends issue. Long-term staff retraining and replace- 
ment strategies to make the shifts possible are means issues. As impor- 
tant as strategy is in management, in governance usage, the concept 
confuses ends and means. So as much as this text is a plea for boards 
to be strategic leaders, good governance strategy demands the board’s 
focus on the ends-means distinction, not on strategy per se. 


Confusing Ends and Means 


My point is not that means are unimportant, just that means and 
ends should not be confused. Means are best decided by the people 


who must use them. 


Focusing on Results 


Kirk (1986, p. 40) charged that boards “become so engrossed in 
doing an infinite variety of discrete things, pursuing an endless num- 
ber of routines, that they lose sight of the results, if any, that the 
activities are supposed to accomplish.” The distinction between 

WANT MORE? ends and means seems simple. Ends and means appear often 
3 | in the common language as a way of usefully classifying 
events around us. But closer inspection reveals difficulty in 
this apparent simplicity. For a board to take advantage of the Pol- 
icy Governance ends-means distinction, it must recognize the ways 

in which ends and means are confounded. 


Mission Versus Ends 


One of the mantras of modern organization is the importance of 
writing a mission statement. Indeed, the concept of mission is cru- 
cial to any enterprise from military action to business to social ser- 
vice to religion. There is power in focusing our minds and actions 
toward a pointedly stated, thoughtfully defined outcome. 

Traditional mission statements might summarize in a few words 
the major values to which an organization aspires—for example, 
“We will be the most respected regional provider of widgets by our 
customers, our employees, and our suppliers.” Similar phrasing can 
be found at car rental agencies, grocery stores, hotels, plumbing 
companies, and uncountable other corporations. The nonprofit 
equivalent might be “quality mental health services for all” or 
“effective services by friendly people.” 

Although there is nothing wrong with the word mission per se, 
there are several flaws in its typical meaning that are important to 
avoid. First, missions as commonly written tend to include means 
as well as ends, thereby contaminating the careful separation of 
ends and means. Habits in mission writing were formed before the 
importance of the ends-means distinction was widely understood. 
Second, having built means into the mission concept, the empow- 
erment of staff creativity and innovation in finding new and bet- 
ter means is cramped unnecessarily by prescription. Third, mission 
statements are just that—statements—rather than simply the 
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broadest, most inclusive explication of results, recipients, and costs 
of results that is tied integrally to further, highly structured refine- 
ments of the values represented. In fact, it is common to think of a 
single mission statement followed immediately by a work plan or 
methods. Instead of that leap from a broadly defined purpose 
directly into how to achieve it, the global ends statement in Policy 
Governance is further defined by the board, then by the CEO and 
staff in a level-by-level articulation, still in terms of ends. Done 
properly, ends expressed in increasingly narrower levels never 
become means simply by virtue of finer description. 

So the chief reason for avoiding the word mission is to prevent 
diluting the Policy Governance ends concept with characteristics 
associated with a less rigorous, less finely crafted, less theory-based 
practice. If a staff decides to publish a mission of the traditional sort 
as a matter of public relations or internal inspiration, that is accept- 
able and is itself a staff means decision. However, the board’s con- 
cern with organizational purpose is not mission in the usual sense 
at all but rigor and brevity in the expression of ends. 

Consequently, in this book I rarely use the word mission, because 
its usual connotations do not measure up to the importance of the 
concept. For years, I did use the word in connection with Policy 
Governance, but I have ceased doing so after finding how mislead- 
ing the term can be. When I mean the most inclusive, briefly stated 
form of ends, instead of mission, I use the term global ends. This is, 
I admit, a less inspiring term than the word it replaces, but it 
embodies more rigor in directing organizational achievement and 
more sophistication in empowering subordinates. 


Means Mistaken for Ends 


In the absence of clear dictates about intended effects on the world, 
boards may treat a number of means as if they were ends them- 
selves. In some nonprofit and public endeavors, these counterfeit 
results have received the blessing of tradition, an unearned legiti- 
macy that is accorded to the familiar more through default than 
through deliberation. 


Focusing on Results 


Commendable Activities 


The most insidious counterfeits are activities associated with good 
intentions or with well-accepted reasoning. For example, because 
making more handouts available for training sessions shows good 
intent or sense, the number and quality of handouts might come to 
be judged as more important than the effect of the training. The 
areas to which such confusion can extend are endless. In response 
to public clamor to compensate teachers on the basis of compe- 
tence, it is not uncommon for the education establishment to pro- 
pose incentives for teachers who take more graduate courses! 

In social service fields, a revered counterfeit is unit cost. Unit 
cost is the cost in dollars of providing a time unit of service. Pupil- 
day expenditure is a comparable public school term. Unit cost comes 
to be the measure of whether a service organization is doing as 
much per dollar as it should. But unit cost is not related to the effec- 
tiveness of a service, so it does not measure productivity (efficiency 
in producing benefits per dollar), as social programs pretend it does. 
For example, the unit cost mentality leads to the assumption that 
$80 per hour of professional activity is better than $110 per hour, 
although there is absolutely no reason to believe so. Perhaps the 
$110-per-hour service is 150 percent more effective in attaining 
the results sought! Unit cost would simply be an innocuous mea- 
sure if institutions had not come to believe it to be a true produc- 
tivity measure. 

An organization can become so permeated by the belief that 
well-intended or reasonable actions (rather than results) are the 
reason for existence that no one realizes something is awry. A strik- 
ing example is the allegiance given to services and programs as if 
they were results. Services and programs are often treated as if they 
have value in themselves; however, they are only packages of pre- 
scribed activities. In Policy Governance, services and programs are 
always and only means. The ends concept prevents righteous busy- 
ness from becoming just as meaningful as results, or perhaps even 


more so. 


85 


86 


BOARDS THAT MAKE A DIFFERENCE 


The threat of good activity being perceived as an end is so great 
that it can hardly be overstated. Without constant vigilance and 
systems to support that vigilance, says Odiorne (1974), “People 
tend to become so engrossed in activity that they lose sight of its 
purpose. ... They become so enmeshed in activity they lose sight 
of why they are doing it, and the activity becomes a false goal, an 
end in itself. . . . Falling into the activity trap is not the result of stu- 
pidity. In fact, the most intelligent, highly educated people tend to 
be those most likely to become entrapped in interesting and com- 
plex activities” (pp. 1-7). 

It is not that good intentions or sensible actions by staff are 
unimportant. It is that they in no way constitute the reason for an 


organization’s existence. Commendable activities are only means. 


Commendable Conditions 


Similarly, commendable conditions can also masquerade as results. 
Staff credentials may be the foremost of these conditions. Under- 
standably, credentials and training can inspire admiration. It seems 
reasonable to think that a person with impressive training will do 
a better job than one without such training. Such reasoning has 
been called “paying persons for where they’ve been, not for what 
they are contributing.” On this basis, for example, a professor with 
an impressive publications list is assumed to be a better teacher than 
a professor without such credentials. 

High staff morale is another commendable condition. Some 
boards show more interest in staff morale than in results. They 
think, “If morale is high, then we must be okay; if turnover is high, 
something is wrong.” One does not have to favor low morale or 
high turnover to see that although these indices may be symptoms, 
the organization exists neither for high morale nor for low turnover. 
The point here is not to ignore the signs of possible problems, only 
to put them in perspective. Boards that monitor morale but not 
ends have an unfortunately inverted ends-means perspective. Com- 


mendable conditions are only a means. 
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Commendable Structure 


The arrangement of jobs, reporting lines, and distribution of deci- 
sion centers through an organization constitute the structure of an 
organization. A shorthand representation is the organizational 
chart. Structural factors have great influence on how an organiza- 
tion functions. 

To illustrate, narrow spans of control may reflect undeveloped 
management potential and superfluous hierarchical levels. The exis- 
tence of a majority of staff officers (as opposed to line officers) in 
close proximity to the CEO suggests fragmented delegation and 
underutilized, underdeveloped line managers. A very wide span of 
CEO control may demonstrate unusually precise delegation but 
could also mean that the CEO is too busy and not sufficiently reflec- 
tive. A deputy CEO to whom everyone else reports when the CEO 
is unavailable is almost sure to represent wasted managerial power. 
More than two executives vertically configured, each with supervi- 
sion over only one person, almost certainly means someone has a 
position but no job. Structure does make a difference. 

Streamlined, efficient structure is to be admired and much 
sought after. But an organization neither deserves points for it nor 
loses points for lack of it. Whether an organization is good or bad 
is revealed in its results and in its prudence and ethics. If perfor- 
mance is measured against the criteria set forth in board policies 
and shows no problems, then the concern was misplaced. 

Organizational structure is important. Yet even the best structure 
is not the reason an organization exists. Structure is only a means. 


Commendable Technology 


High-technology electronics has become increasingly important, 
but the technology of operations has long been an issue for man- 
agers. Examples range from the hardware technologies of computers, 
filing systems, and telephones to the conceptual technologies of 
queue theory, operations research, and decision-making techniques. 
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Management has graduated to e-mail, slick presentation programs, 
and the Internet. But techniques and technologies can be unde- 
servedly promoted from supporting to leading actors. 

The U.S. Environmental Protection Agency (EPA) once planned 
to require use of a certain type of scrubber to rid smokestack dis- 
charge of particulates. The EPA intended that particulate emission 
be no greater than some critical level. Yet its published criterion 
was that certain technology be used to reach the result. By divert- 
ing attention from the desired result, the EPA may have sabotaged 
its own long-term effectiveness. Government bureaucracies often 
operate in this manner. Although they sacrifice long-term effec- 
tiveness, in the short run they maximize control (even if over the 
wrong things). In a supervisory situation, this might be viewed as 
the difference between managing and bossing. Supervisors may also 
trade long-term effectiveness for short-term control. 

Technology-driven operation, very much like commendable 
activity—driven operation, is susceptible to what has been called the 
“tool illusion.” To a child with a hammer, objects to be pounded 
become the most important things in the world. An object’s “pound- 
ability” becomes its most salient characteristic. Technology within 
an organization is important, but even the best technology is not the 
reason an organization exists. Technology is only a means to an end. 


Ends Mistaken for Means 


In failing to focus on the ends-means distinction, we may also con- 
fuse ends with means. In some instances, there is such a single- 
minded focus on means that results are not recognized when they 
do come along. I observed a public school board spend its usual 
long, cluttered meeting moving from one executive means issue to 
another. Most of the means issues were not very large. In the midst 
of this unnecessary flurry was an agenda item concerning the out- 
come of extensive tests of reading ability throughout the system. 
The busy board spent only enough time to notice the item, say 
something nice, and move quickly back to the flurry of trivia! 


Focusing on Results 


The confusion that surfaces most often is between means and 
the results component of lower-level ends. In normal English usage, 
parts of the overall result can be viewed as means to the final result. 
But in Policy Governance, means is a shorthand term that simply 
means non-ends, so any part of a result counts as an ends issue 
because it meets the ends test. (Activities that lead to that subresult, 
however, are always means.) 

Assume that the results and recipients components of the board’s 
broadest ends statement is “normal community living for the devel- 
opmentally disabled” (the desired megaresult). The board, in dealing 
with the next lower level of abstraction, determines which “products” 
make up the mixture that most closely corresponds to its vision of the 
broad result. Perhaps the board will decide that the desired mixture 
comprises independent living skills, occupational skills, and recep- 
tive employers (the subresults). The megaresult will contain several 
subresults, which in turn will contain subsubresults, regardless of 
where the board chooses to stop and allow executives to take over. 
This procession of ever-smaller subresults continues until it reaches 
the most specific short-term result concerning an individual con- 
sumer. You can see how any subresult could be seen as a means to the 
next higher result (occupational skills can be viewed as a means to 
normal community living), but in using Policy Governance, it is 
important to avoid diluting the ends concept in this way. 

“Occupational skills” is quite different from the pure means rep- 
resented by, say, “skills training.” Skills training, an activity, is a 
means now and forever; it cannot be an outcome. On the other 
hand, it is easy to conceive of occupational skills as an outcome, a 
reasonable organizational result in themselves. Occupational skills 
can easily be imagined as the single product of a smaller or less 
ambitious organization—that is, as the megaresult itself. Occupa- 
tional skills can be mistaken for a means only if there exist broader 
results of which they are a part. 

In the ends-means differentiation discussed in this book, the 
sense in which a subresult like occupational skills can be considered 


89 


90 


BOARDS THAT MAKE A DIFFERENCE 


a means will never be used. The powerful utility of the ends-means 
differentiation in enabling better governance rests on using one def- 
inition rather than the other. Organizational activities, no matter how 
complex or important, are always means. External outcomes, results, 
and impacts are ends, whether or not they are subordinate parts of a 
broader result. 


Expressing the Global Ends 


Although ends can be considered at various levels, it is only the 
broadest expression that should initially concern a board. The 
briefest, broadest ends statement does not determine everything 
about an organization’s intended results, beneficiaries, and costs of 
results, but it tells us the range within which all further results, ben- 
eficiaries, and costs will occur. This broadest of ends statements, 
then, defines the arena of achievement, answering these simple 
questions: What is this organization for? That is, how much of what 
difference will be made, and for whom?” The board’s answer at the 
broadest possible level will constitute the global Ends policy. 

Let me say a word to distinguish this task from that faced by 
equity corporations, particularly publicly traded ones. To the own- 
ership (shareholders), the purpose of the company is to produce a 
return on investment. While stating ends is just as important for 
corporations as it is for nonprofit organizations, the ends are not in 
terms of what is accomplished for another group but in terms of 
what is accomplished for the shareholders themselves. Hence, a cor- 
porate board may have to do nothing more to express global ends 
than to state, for example, that the company will achieve “a rolling 
three quarters average of no less than 10 percent compounded 
growth in annual earnings per share.” For a nonprofit or govern- 
mental board, the ends-stating task normally has more elements and 
requires more study. 

Making the global ends statement will be the most powerful sin- 
gle action a board takes. This intense exercise takes much more 
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time than most boards foresee, particularly in the light of the few 
words yielded. But the purpose of the process should not be to 
produce a statement that finds a quiet resting place in a grant appli- 
cation, annual report, or brochure. In Policy Governance, the pow- 
erful and compelling global ends statement has the following 
attributes: 


1. Strict results focus. As already stated, ends are never couched 
in terms of the activities necessary to achieve some change. 
The change itself is the point. 


2. Succinctness. Long statements clutter and smother the core of 
the matter with excess verbiage. When the global ends mes- 
sage is buried in several paragraphs or even a single one, not 
only is the originating board hard pressed to identify it, but 
the CEO is not able to organize around it. 


3. Authoritative generation. The global ends determination is too 
close to the heart of governance for the board to act passively 
and simply approve someone else’s statement. If the board is 
not actively involved in deciding what the organization is for, 
why should it be involved in anything else? 


4. Horizontal integration. Ends are developed from the context 
beyond the organization by a board accountable to an owner- 
ship. That same ownership may have other boards doing its 
business; therefore, it is important for an organization to see 
how it fits into the larger context of organizations. Disjointed- 
ness in public service and weakening of the public fabric result 
when boards do not speak with other boards. There is no 
more meaningful topic that community boards can discuss 
with one another than the various differences they purpose 
to make in the world. 


5. Properly categorized. Ends must stand out from other topics in 
order to be compelling and in order to avoid dilution. When 
they are mixed with other topics (which, by definition, would 
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have to be some form of means), their pointed clarity is sacri- 
ficed. In Policy Governance, ends are separately addressed in 
a distinct Ends category. 


6. Vertical integration. Ends must be the theme and the backbone 
of the organization. A board decision does little good if it is 
not connected to the goings-on of the organization. A focus 
on ends, beginning with the global level, is comparable to a 
bottom-line mentality. Because of their peculiar market sta- 
tus, nonprofit and public organizations have been able to 
develop disjointed, internal islands of excellence that are 
not forced to aggregate to a bottom-line purpose. 


7. Starkness. Although it is possible for the board’s broadest 
ends statement to be a presentable slogan, being a slogan is 
not its purpose. Its purpose is best fulfilled by being straight- 
forward with bare-bones directness, even if it would never do 
well on a brochure. A slogan can be created that is consistent 
with the global ends statement, but such an effort is one of 
public relations, not of governance. 


Here are some examples of statements that fulfill the require- 
ments for a global Ends policy: 


“The citizens and visitors of Durham Region have a safe com- 
munity in which to live and work at a competitive cost, rela- 
tive to the Ontario communities of Halton, Hamilton, Niagara, 
Ottawa, Peel, Toronto, Waterloo, and York.” (Durham Re- 
gional Police Services Board, Oshawa, Ontario) 


“At a reasonable cost, students are equipped with the spiritual 
discernment, the moral courage and the academic excellence 
to impact society through responsible, effective Christian liv- 
ing.” (board of Colorado Springs Christian School) 


“People have the knowledge and skill resources they need for 


maximising their potential in their work-places; families; and 
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communities.” (governing body of Castlereagh College, 
Belfast, Northern Ireland) 


“The California Park & Recreation Society exists for the suc- 
cess of its members at dues no greater than comparable asso- 
ciations.” (California Park & Recreation Society, Sacramento) 
(Exhibit 4.4 shows an expansion of this global statement.) 


You will notice that all but one statement says something, even 
if very broadly, about the results to be achieved in the world, who 
is to experience or receive those results, and the efficiency of pro- 
ducing those results. The Castlereagh College governing body chose 
to omit the cost element. I don’t recommend doing that, but as I 
will explain later, the board prohibition against being imprudent 
(discussed in Chapter Five) imposes a ceiling on costs in relation to 
benefits anyway, albeit a less demanding one than what normally 
would show up in ends language. 


Expanding on the Global Ends 


The first instance of vertical integration takes place in the clear 
connection of the global Ends policy to further Ends policies that 
the board itself creates. The board, not the CEO, is therefore likely 
to be the first to further define the broad beginning statement, and 
it does this by creating a second level of Ends policies, just one order 
of abstraction below the global statement. 

As explained earlier, the broadest ends statement should be 
phrased in a few carefully chosen words that can stand on their own, 
to which can then be added more detailed statements that further 
define the organization’s results, beneficiaries, and costs of results. 
Ends expressions espoused here are in an articulated form—that is, 
they are characterized by a progression of cautiously segmented parts 
beginning with the broadest and moving toward the more discrete. 
The process of deciding on headings before subheadings (as in an 
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outline) yields greater integrity in establishing the board’s inten- 
tions than lumping them into an undifferentiated narrative mass. 

One product of articulation into separable, descending parts is 
a “value map” that both boards and staffs find informative, with 
respect to not only what has already been resolved but also what is 
to be addressed next. The board can pinpoint single elements for 
further debate and possible change. Furthermore, if the various lev- 
els of the policy cannot be displayed in a precise outline form, it is 
probable that the board has not done its work well. 

Though it is unlikely to do so, the board may choose not to 
address more detailed specifications after it has adopted the top 
statement. If the board agrees that any reasonable interpretation of 
the global ends language on the part of the CEO would be accept- 
able, then it need say no more. That is, if all the possible priorities 
among subresults, subrecipients, and costs are acceptable, there is 
no reason for the board to narrow the expected results by passing 
more policies. The board can simply refrain from further pro- 
nouncements and allow the CEO to resolve all smaller or narrower 
choices among ends. Most boards are understandably reluctant to 
leave such broad issues to the CEO, so they rarely stop at this point. 

Throughout the text, I will illustrate various aspects of policy 
development by reproducing policies that were actually drafted by 
real boards. In each case, I will cite the organization by name. How- 
ever, due to the possibility of amendments and other governance 
changes, I make no claim that the policies shown are currently in 
effect. 


Expanding on Results, Beneficiaries, and Costs 


The board’s next step after the global ends statement is to discuss 
which portions of the topic it wishes to define more narrowly, 
thereby reducing the latitude available to the CEO. The board may 
choose to create further policy about results, beneficiaries, or cost 
of results. Exhibits 4.1 through 4.4 show global Ends policies that 
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Exhibit 4.1. Law Society of Manitoba, Winnipeg 
Ends Policy 





The aim of the Law Society of Manitoba is a public well-served by a 
competent, honorable and independent legal profession. 

. Lawyers are qualified upon entry to the profession. 

. Lawyers are honorable and ethical in the practice of their profession. 


. The legal profession is independent of government. 


BR WwW N me 


. Legal services are reasonably available to the public at a reasonable 


cost. 
5. The public are protected from financial loss arising from dishonest or 


negligent lawyers. 


6. There is an absence of systematic barriers to entry to and practice 
within the profession to persons who are members of groups against 


whom discrimination is prohibited by law. 





Note: The board chose not to state cost or priorities. 


Exhibit 4.2. Southeast Booksellers 
Association, Columbia, South Carolina 
Ends Policy 





SEBA exists for conditions conducive to core member success, to the 
extent that justifies expenditure of available resources. Accordingly, in 
order of priority 

1. Core members will have skills/capabilities. 


A. Management skills to include at least financial for smaller and 


newer bookstores, personnel, technology, inventory 


B. Marketing skills to include at least publisher relations, advertising, 


public relations 


2. The public values core members, individually and collectively, as an 


important part of community life. 


A. Members have a forum for exchange of information and collegiality. 
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Exhibit 4.3. Lancaster County 
Bible Church, Lancaster, Pennsylvania 
Ends Policy 





People who come in contact with LCBC will experience life change 
through Christ at a cost that demonstrates an increased efficiency and 


effectiveness in the utilization of the human and financial resources 


provided for by God. 


1. As a first priority, unconnected people in the surrounding communi- 
ties will connect with Jesus Christ and the LCBC body of believers. 


2. As a second priority, believers who are connected to LCBC as their 
church home will find a supportive community of believers and will 


grow towards becoming fully devoted followers of Jesus Christ. 


3. Asa third priority (not to exceed X% of resources), unbelievers in 
select communities on each continent of the world will accept Jesus 
Christ as their personal savior and grow in their faith through the 
efforts of the community of believers of LCBC. 


4. Asa fourth priority (not to exceed X% of resources), other like- 
minded organizations will effectively reach non-believers and encour- 
age the growth of believers through interacting with and learning 
LCBC’s approach to local church ministry. 





Note: This policy is an abridged version. “X%” still in debate. 


have been expanded to one or more further levels of detail by real 
boards using the Policy Governance model. Exhibits 4.5 and 4.6 
show policies that begin at the second level and go into further 
depth. The format is identical, but most boards choose to clerically 
separate subtopics of ends into separate policies, thereby beginning 
a topic-specific policy where the one above it left off. I have short- 
ened some for sake of brevity. 


Results 


The board’s broadest ends statement necessarily encompasses a wide 
range of potential results. These results—changes or effects in ben- 
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Exhibit 4.4. California Park & Recreation Society, Sacramento 
Ends Policy 





The California Park & Recreation Society exists for the success of its 


members at dues no greater than comparable associations. 


1. Members are united around a common vision and a strategic plan 
that describes and realizes the benefits of parks and recreation for all 


Californians. 


A. Members are able to demonstrate and articulate the role of parks 


and recreation in creating community. 


B. Members are able to communicate with decision-makers at both a 


state and local level. 


2. Members’ concerns are heard by legislators in the creation of relevant 


public policies that affect parks and recreation. 


A. Members are informed of proposed public policies of substantial 


importance to the profession. 
B. Members are able to use the political process. 


3. Members recognize common core competencies essential to meet the 


changing needs of the profession. 


A. Members have skills and knowledge to advance within the parks 


and recreation profession. 
B. Members benefit from professional interaction. 


4. Parks and recreation is recognized by elected officials as an essential 


community service in agencies that employ CPRS member(s). 





eficiaries’ lives—are the benefits to be produced, such as cure, 
knowledge, broad employment base, housing, or job skills. 
Organizations produce many results. But the results referred to in 
the ends concept apply only to (1) changes in the lives of intended 
beneficiaries outside the staff organization and (2) changes that form 
the purpose of the organization rather than simply unintended 
effects. In regard to the first criterion, results for staff or for the board 
qua board are not admissible. In regard to the second criterion, only 


98 


BOARDS THAT MAKE A DIFFERENCE 


Exhibit 4.5. Project Management Institute, 


Newton Square, Pennsylvania 
Ends Policy 





1.1 Project management is recognized as a profession for project man- 


agement practitioners at a reasonable investment. 


1.1.1 


1.1.2 


11.3 


1.1.4 


1.1.5 


A universally accepted body of knowledge of project manage- 


ment exists for the project management profession. 


1.1.1.1 The expansion of the body of knowledge of project 
management is dynamic and deliberate for the proj- 


ect management profession. 


1.1.1.2 The expansion of the body of knowledge of project 
management addresses industry, general, national and 
global considerations for the project management 


profession. 


1.1.1.3 The content of the body of knowledge of project 
management is codified and accepted for the proj- 


ect management profession. 


Generally accepted standards exist for the project manage- 


ment profession. 


Accredited formal degree programs in project management 


exist for the project management profession. 


Project management is practiced ethically by business, gov- 


ernment and society-at-large. 


1.1.4.1 Generally accepted project management standards of 
conduct exist for the members of the project manage- 


ment profession. 


Credentialling and licensing programs exist for project 


management. 


1.1.5.1 Universally recognized and accepted credentialling 


programs exist for the project management profession. 


1.1.5.2 Licensing programs exist through government or 
appropriate government-sponsored agencies for the 


project management profession. 





Note: This policy begins at the second level and expands to the fifth. 
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Exhibit 4.6. Oxfam Community Aid Abroad, Melbourne, Australia 
Ends Policy 





There will be an increase in the number of people, in particular people 
who are currently oppressed or marginalised due to their gender, eth- 
nicity, cultural or indigenous identity, who have equal rights and status 
with the majority groups in their community, within all areas where 


Oxfams operate. Consequently there will be: 


1. Recognition and respect given by governments, companies and 
the population to the individual and collective rights of indigenous 
people; 

2. A significant reduction in active forms of discrimination based on 


ethnic, religious, cultural and social differences and a greater respect 


for diversity; 


3. Increased compliance, especially by governments in our regions of 
operation, with their obligations under international treaties, espe- 


cially the Universal Declaration of Human Rights; 


4. Much more equal social and political participation by women and 
greater protection of women’s rights, including the right to freedom 


from violence. 





Note: This policy begins at the second level and expands into the third. 


the results that the board considers part of organizational performance 
count. And, with apologies for the repetition, the results component 
in the ends concept is never, ever what staff will be doing in order to 
accomplish, safeguard, or perpetuate those results (for example, pro- 
grams, activities, curricula, services, or financial prudence). 


Beneficiaries 


The word beneficiaries refers to those who will benefit, be affected, 
or otherwise be changed by the organization; it is they in whom or 
for whom the results that justify the organization’s existence will 
occur. The board’s broadest ends statement necessarily encompasses 
a wide range of potential beneficiaries. Beneficiaries might be dif- 
ferentially targeted by age, type of disorder or deficit, severity of 
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need, party membership, location, income, or other personal or 
demographic characteristics. Varieties of benefits, all fitting reason- 
ably within the broadest statement of ends, can be given differing 
priorities as well. In fact, even if no decision is made explicitly, the 
very act of operating will cause them to be given varying priorities. 
The issue for board members is whether they themselves will decide 
the relative worth of various results or recipient groups. 


Cost 


Although putting a monetary value on changes in the human con- 
dition is not an easy task, we do so implicitly all the time. The board 
may decide how much any given benefit is worth or, at least, the 
cost not to be exceeded in providing units of that benefit. Cost refers 
to the resources consumed in order to produce the results, not the 
price (if any) charged to the person affected. This concept is impor- 
tant in many nonprofit and governmental organizations—for exam- 
ple, those that use sliding fee schedules or provide free services—but 
it is not an ends issue. (Such apportionment of cost—for example, 
the subsidy of certain consumers by other consumers, by donors, or 
by the public—is a means issue that the board can address with 
Executive Limitations policy. The board might, for example, pro- 
hibit the organization from charging low-income direct recipients 
more than some percentage of cost.) 

There is interaction among the three components of the ends 
concept. Consider, for example, a dental health project in a disad- 
vantaged neighborhood. For a given level of expenditures, we can 
cause 500 children to be cavity-free or 150 to have beautifully 
straight teeth. Which is the best choice? We must juggle product 
and worth to resolve the issue. In a public school system, students 
with behavior problems cost more to educate. The extra costs mean 
that other children do not get as much as they otherwise would. To 
what extent should the benefits to some children be sacrificed so 
that troubled children can be more fully served? The results of a 


public library cost more per user in rural areas than in urban areas. 
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What is the right balance between the cost for rural results and the 
cost for urban results? 

The cost component of the ends concept, though seemingly 
straightforward, has proven a difficult one for boards in actual prac- 
tice. It should always refer to how valuable the intended results are. 
Their value can be expressed in terms of money or in terms of other 
results. At the global ends level, expression in terms of money is the 
only option, but below that level (when multiple subresults may be 
considered), results can be compared with one another. It is never 
legitimate, for example, to express the ends cost concept in terms 
of “without exceeding available revenues,” for that is a matter of 
prudence, simply meaning “don’t spend more than we have,” and 
tells nothing about the swap between resources and results. 

It should be noted that the board’s setting of priorities in regard 
to the cost component of its Ends policies is never a matter of pri- 
orities among programs or services. Setting priorities is with respect 
to various results or various beneficiaries of those results. 

It is legitimate for the board, at the global ends level, to say that 
the organization should produce the results at about the cost achieved 
in other organizations, thereby referring more or less to a market 
test. It is legitimate for a board to express that cost per result will 
always be less than the previous year. It is also legitimate for the 
board to say that results should justify the cost. Any one of these 
phrasings requires the CEO to produce monitoring data driven by 
that wording. It is not a good practice for the board to omit all ref- 
erence to cost, but if it does, the board must be willing to accept a 
great deal of CEO latitude on the matter. That is because in the 
absence of a board ends instruction on cost, the only limiting fac- 
tor is the board’s prohibition in Executive Limitations against being 
imprudent. So the CEO would have to run costs per result high 
enough to run into that broad barrier in order to be seen as failing to 
fulfill board policy. 

Obviously, these are but a few of the thousands of value choices 
that organizations regularly face. Usually they are hidden from 


101 


102 


BOARDS THAT MAKE A DIFFERENCE 


direct view, buried in the many pages of program descriptions, bud- 
gets, and other staff documents. Board leadership, newly aware of 
this hidden richness, will at first seem to have uncovered an unman- 
ageable number of value questions. These were always present but 
were previously settled by default; the board had decided on these 
massive value choices about organizational nature and destiny by 
not deciding. 

These all-important variations on “What are we here for?” 
should be the board’s consuming business. Reducing the clutter of 
conventional governance enables boards to approach these choices 
systematically. The first step is determining the global (broadest) 
expression of ends. The second step is establishing which aspects of 
results, beneficiaries, and costs the board feels strongly enough about 
to make more specific by making further pronouncements. The 
third step is to analyze, gather information, debate, and finally select 
further policy language. 

With these policies in place, the board has the opportunity to 
venture still further. The policymaking process is fluid. Policymak- 
ing stops at whatever point the majority of the board is willing to 
allow the CEO to make further decisions. The idea is not to extend 
policymaking to the smallest possible value choice. It is necessary 
for the board to go only as far as its values compel it to go. The 
point is not that the board should control all it can but that it 
should control all it must. 

Staff sometimes worry that a board will address lesser values so 
extensively that no latitude will be left for staff decisions. Such 
overextension by the board is improbable. As a board addresses 
issues at increasingly lower levels, relatedness among issues grows 
geometrically. It becomes exceedingly difficult to coordinate all the 
many value choices. Traditional personnel and finance committees 
get an inkling of this problem when they have to take extra time to 
deal with the interface of their respective facets of staff compensa- 
tion. The board finds that time requirements get out of hand. Coor- 
dination of these many interdependent variables is part of the 
reason a staff is needed. As long as the policymaking principles pre- 
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sented here (particularly, descending only one level at a time) are 
followed, a board’s incursion into lower and lower levels of involve- 


ment will be self-limiting. 


Policy Product 


The concrete product of this series of value considerations by the 
board is a set of Ends policies. Most boards are able to govern well 
with only a handful of Ends policies, including the global one. 
Because the number of policy issues and the depth of value levels 
addressed vary from board to board, the exact number of such poli- 
cies a board should have cannot be stated. Under usual conditions, 
it would be surprising for an ordinary community social service 
board to have much more than a half-dozen Ends policies averag- 
ing a page in length. Of course, reams of program descriptions will 
be developed by staff on the basis of these brief board directives. 

The Ends policies illustrated in this chapter are targeted to a sin- 
gle level of achievement in the sense that organizational perfor- 

WANT MORE? mance either achieves a reasonable interpretation of their 
4 provisions or does not. It is certainly conceivable for a 
a | board to create Ends policies in terms of that which mini- 
mally passes and, say, that which meritoriously passes. Indeed, a 
carefully reasoned argument can be made for this two-or-more-tier 
approach. 

I have chosen not to present Ends policies in this manner, for 
two reasons. First, the format is a more complicated one for illus- 
tration. Second, any board can convert to a two-tier method once 
its Ends policymaking is in good order. My experience is that the 
self-discipline required to craft a full set of pass-fail Ends policies 
such as those shown here is a momentous achievement in itself. 


Long-Range Planning 


It is important that the board prescribe ends from an appropriately 
long-term perspective. Creating Ends policies with a long-range per- 
spective is the greatest board contribution to long-range planning. 
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It is mandatory that boards be forward thinking. It is important 
that organizations have long-range plans. By extension of these two 
ideas, one might assume that boards should be involved in long- 
range planning. Boards should, indeed, make long-range decisions 
and even short-range ones with a long-range perspective, but boards 
whose organization has a CEO should never be involved in actually 
constructing the myriad parts of a planning document. 

Good governance calls for the board role in long-range planning 
to consist chiefly in establishing the organization’s reason for plan- 
ning. Planning is done to increase the probability of getting some- 
where from here. Enunciation of that “somewhere” is the board’s 
highest contribution. In a manner of speaking, boards participate 
most effectively in the planning process by standing just outside it. 
Boards can make an invaluable contribution to planning; however, 
except for planning the improvement of governance itself, boards 
should not do the actual long-range planning. 

By casting its Ends policies out toward the planning horizon, a 
board lays out the values that form the basis of staff plans. Of course, 
planning can become mere “blue-skying” if the board has been cava- 
lier in stating its Ends policies. In establishing Ends expectations, 
stretch must be tempered with sobriety. To deliberate responsibly, a 
board must interact greatly with staff and outside parties. This inter- 
action does not relate to the staff’s day-to-day concerns and job 
undertakings. Staff-board interaction here is designed to ensure inclu- 
sion of staff insights, passions, and environmental scanning in board 
deliberation. It should not be, as is common in conventional board- 
staff communication, that the board shifts its focus to staff-level issues. 
To the contrary, this process should richly stretch staff upward to the 
board’s long-term, deeply value-laden world, so that all participants 
grow a little. 

The board’s creation of Ends policies requires penetrating delib- 
eration about big questions. There is simply no time to drift into 
current staff issues. Difficult as this challenge might be, it is easily 
the most exciting, creative, responsible task in which a board can 
engage. Board data, dialogue, and decisions include the probable 
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environmental circumstances of the future, shifting public needs, 
big-picture strategic swaps, and the intentions of other boards 
working on their own visions—in other words, highly informed 
dreaming. 

Planning is more effective when kept simple, yet the greatest 
resistance to board leadership as defined here is that, although it is 
not easy, it seems so simple. The principle is not “so complicated 
that it’s hard to grasp,” as R. James LeFevre of Planned Parenthood 
of Northern New England in Burlington, Vermont, put it, “but 
rather, because it is so maddeningly simple it’s easy to have it slip 
away.” There is a fair amount of rigor involved in determining even 
at a broad level what an organization’s contribution to the world 
should be. But when that has been done, the nuts and bolts of plan- 
ning become merely the executive tool with which to bring it 
about. Waterman (1988) counsels managers to “think and rethink 
basic direction, but keep the statement of it simple and general 
[even though] you will frustrate the people who are looking for ‘the 
strategy.’ Our idealized image of strategy as a complete game plan is 
so strong that general statements . . . seem unsatisfying” (p. 71). 

In short, the board’s job in long-range planning is not long-range 
planning itself but explication of vision in ends terminology. The 
board’s job is to maintain and behaviorally demonstrate a long- 
range mentality. And the board demonstrates that critical mental- 
ity by obsessively deciding what good is to be accomplished for 
which people at what cost. These value issues about ends lie at the 
core of organizational existence. They are reduced to a few succinct 
Ends policies. So it is that with the same stroke, boards can do their 


part in long-range planning and govern organizational results. 


Evaluating Ends 


Evaluation is an integral part of the management process, and it 
must be integral to governance as well. Evaluation should ideally 
be a precise, systematic, nonintrusive, criteria-focused method that 
constantly answers the question “How are we doing?” Although 
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evaluation or performance monitoring is discussed in Chapter Six, 
I also include remarks here on the peculiar difficulties commonly 
encountered in evaluating organizational results. 

The word evaluation has come to be associated with service or 
program success more than with other areas of performance, such 
as financial status or compliance with purchasing guidelines. The 
model presented here does not differentiate, however, among these 
various instances of performance monitoring. The board is obligated 
to check performance against those matters that it found important 
enough either to prescribe (in the case of ends) or to proscribe (in 
the case of staff means). As with other policy types, then, evalua- 
tion of ends is important to leadership for three reasons: it discloses 
unacceptable deviation from desired values; enables the board to 
relax about the present so that it can keep its mind on the future; 
and keeps board policies constantly in the spotlight, thereby mak- 
ing them more likely to be amended as they grow out of date. 


Well-Placed Concern About Evaluation 


Nonprofit and public organizations, which are generally free of the 
harsh, inescapable ends evaluation of the market, often find their 
results difficult to evaluate. If, through the mechanism of the mar- 
ket, consumers could tell nonprofit and public organizations what 
their products are worth, the topic of evaluation would never have 
attained its lofty status. Business organizations do market research 
and product research but never have to do the type of program eval- 
uation popular in nonprofit and public agencies—at least, not for 
the same reasons. 

Public and nonprofit organizations need to evaluate their im- 
pacts precisely because they have no natural, consumer-based be- 
havioral measure of whether their results are effective enough to be 
worth the cost of producing them. Public and nonprofit organiza- 
tions claim that evaluation is difficult because they are producing 
services, not widgets, but the argument is specious. They are not 


producing services at all; they are producing results in people’s lives 
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by using services—for services are means, not ends. And there is 
nothing inherently difficult in evaluating the effects of organiza- 
tional pursuits when consumers do the evaluating. 

Evaluation of ends assesses not simply whether organizational 
activity is effective but whether it is sufficiently effective to be worth 
the cost. If a board is to overcome the muted market voice (that is, if 
evaluation is even possible), the relative worth issue cannot be 
neglected. The separation of effectiveness from worth is a rampant 
disease among nonprofit and public organizations, and it is a funda- 
mental flaw of public administration. This is why the model presented 
here assiduously focuses on the simple idea of the organization’s swap 
with the world: what is consumed compared with what is produced. 

In the face of this difficulty, it is understandable that professional 
evaluators and laypeople alike bemoan our inadequacies in evalu- 
ating nonprofit and public services. The field of process evaluation 
attempts to circumvent the problems by intentionally evaluating 
the means rather than the ends. Texts on the problems of measure- 
ment validity and reliability often suggest well-considered strategies 
to get around the difficulties. Evaluation of effectiveness is primi- 
tive even without the conceptually burdensome question of whether 
what is achieved is worth the cost. We truly are not very good at it. 

This technical inadequacy in how to evaluate is not the largest 
evaluation problem facing nonprofit and public boards, however. 
The biggest problem, far and away, is that we do not know what to 
evaluate! Misplacing our concern about evaluation is part of the 


cause of this predicament. 


Misplaced Concern About Evaluation 


Ironically, premature concern about evaluation of ends can be a for- 
midable deterrent to leadership. Although this problem also occurs 
in evaluation of the prudence and ethics of staff means, it is partic- 
ularly prevalent in the evaluation of ends. 

Driven by anxiety about evaluative shortcomings, board mem- 


bers often stop short their discussions of desired outcomes, saying, 
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“But we can’t evaluate it” or the milder “But how would we evalu- 
ate that?” People are loath to answer such an obvious stopper. An 
enthusiastic “Oh, yes we can!” would surely brand the speaker as 
naive, perhaps accurately. It seems that well-read people are armed 
with impressive proofs that evaluation schemes just do not work 
well enough to even merit discussion. Given the obvious inade- 
quacies, these people make a fine case. 

Fearing that they might decree something that cannot be eval- 
uated cleanly, boards retreat from decreeing at all. They let a rea- 
sonable worry about evaluating prevent them from saying what the 
outcomes should be. This process can deteriorate into their decid- 
ing where to go based on whether evaluators can determine when 
they have arrived there. “What do you want to accomplish?” is 
answered, for practical purposes, with “It depends. Tell us what you 
can measure.” 

Imagine that board members are in a taxi surrounded by fog. 
Though their view of the surroundings, their progress, and even 
their arrival might be clouded, they would not refrain from telling 
the driver where they want to go. Yet that is exactly what many 
boards do in the face of countless admittedly tough questions about 
evaluating results. The stage is set for them to slip into the trap 
of evaluating means, because they can see means better and count 
them more easily than ends. Professional evaluators and boards miss 
the most relevant point: stating the desired ends is too important 
for them to wait for defensible evaluation. 

An authoritative, clear statement of what is to be accomplished 
has a powerful effect on organizational behavior, even if the results 
are never evaluated. This is not an excuse for omitting evaluation. 
But there is merit in letting people know what you want, even if 
you cannot be certain that you got it. The single most intimidat- 
ing aspect of program evaluation is not the technical difficulty but 
the blockage resulting from premature consideration. We simply 
place the concern for evaluation too early in the governance 


process. 
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Where to Place the Concern About Evaluation 


No place. One option is not to be concerned about evaluation at all. 
Start at the beginning by stating what the organization is to con- 
tribute to the world, what condition is worth achieving, and what 
you would evaluate if you could. That process is best done in the 
ends-oriented, stepwise fashion I have described, and must be done 
without regard for evaluative difficulties. 

Wrong place. Another strategy is simply to avoid evaluating the 
wrong things. Measuring the wrong things is damaging in two ways: 
(1) “You get what you inspect, not what you expect” is a valid 
principle of behavior. Measuring the wrong things sends a strong 
message through the organization about what matters. If, in under- 
standable frustration, you throw up your hands and yield to mea- 
suring busyness, you are sure to get more busyness. (2) The pressure, 
even the embarrassment, of having no stated outcomes to evaluate 
is a powerful motivator toward developing at least a first, faltering 
approximation of the results to be achieved. Evaluating the wrong 
things removes much of the healthy pressure, especially if you do it 
well. When we are able to take pride in how well we do the wrong 
things, there is little incentive to begin a wobbly start toward the 
right things. 

Right place. Only when the board has created Ends policies should 
it stop to consider evaluation, because only when the board knows 
what it wants the organization to accomplish can it intelligently dis- 
cuss evaluation. Evaluation without these targets is ludicrous; fret- 
ting over evaluation prior to setting these targets is dysfunctional. 
The issue of evaluation is merely this: What is the most convincing 
evidence that a reasonable interpretation of what the board sought is 
being produced? Evaluative purity is wonderful, but purity is not 
mandatory. What is called for in evaluation is reasonable assurance 
of the cost, not academic accuracy. 

We forget that evaluation in the form of performance moni- 
toring is an issue not of research but of management. The topic of 
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evaluation is dominated, even handicapped, one might say, by the 
academic mentality. We unthinkingly apply standards of pristine, 
laboratorylike evaluation to the real-world need to determine 
whether what we do is worthwhile. A managerial mentality, unlike 
an academic mentality, would counsel us thus: with respect to influ- 
encing organizational behavior, a crude measure of the right thing beats 
a precise measure of the wrong thing. 

The best approach a board can take in evaluation, then, is to 
stick rigorously to the ends, not to cop out by prescribing means. If 
the evaluation is crude, so be it. But never, never forsake specifying 
the desired results in favor of a more precise evaluation of the wrong 
things. 

The most important real-world evaluation in almost all nonprofit 
and public organizations—public judgment of an organization’s 
worth—is extremely crude. These evaluations tend to be too global 
to be managerially useful. They are usually too hard or too soft on 
management, because authoritatively pronounced criteria on which 
to base fair judgment are rarely available. In other words, implicit 
crude evaluation of results occurs anyway. The board’s task is to make 
that judgment explicit, to direct it at preestablished criteria and away 
from capricious or confounding expectations, and only then to fret, 
deliberate, and attempt to make the evaluation less crude. 

Board leadership in the matter of ends evaluation lies not in 
being seduced by sophistication but in persevering in a compelling, 
disarmingly simple quest to answer the questions “What did we 
want to accomplish? Are we achieving it?” 


No Pain, No Gain 


The ends concept and developing model-consistent policies about 
ends are thought by many to be the most difficult aspect of Policy 
Governance, despite the idea itself being quite simple. But the 
agony of sticking to the principles in doing ends work holds far more 
promise than simply setting goals or adopting a long-range plan. 
Jane H. Adams, CEO of California Park & Recreation Society, 
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Sacramento, found that by adopting Policy Governance ends prin- 
ciples, the board could “move much faster on issues critical to our 
members” and be “much more focused on what truly is important: 
making our members’ worlds better.” Lois Rockhill, executive direc- 
tor of Second Harvest Food Bank of East Central Indiana in Ander- 
son, found that “Developing Ends policies was the fun part of the 
process, as the exercise enabled the board to look forward and to 
see Our organization as an important agent of change.” 

My contention, of course, is that what really matters in the long 
run is the effect an organization has on its world. Boards betray their 
trusteeship when the attractions of staff practices prevent boards 
from having an undeviating obsession with attaining desired ends. 
To return to the cab ride example, as long as board members know 
they are not being cheated, it is usually best to let the taxi driver 
choose the route and the lanes in which to drive. 

I may strain the reader’s patience in reiterating that ends is short- 
hand for a very specific concept, one not found in any other system 
of governance even now. If in using the word, boards allow them- 
selves to import other definitions of it (that is, if the word becomes 
the point rather than the concept), Policy Governance will not 
work as designed. It would be as if the baseball concept represented 
by the word foul were confounded with the basketball concept rep- 
resented by the word foul just because the word is the same. Con- 
sequently, when someone argues that in their organization, financial 
soundness, fairness in hiring, or a good image is an ends issue, you 
can be absolutely certain that he or she has made that error. 

Perhaps it is that error—if not simply lack of precision—that leads 
some boards to create Ends policies that do not pass the ends test. For 
example, in what were meant to be Ends policies, a hospital board 
said, “The patients are respected”; a community service board said, 
“Provide single-counter education and training services in all small 
and remote communities in the state”; and a college board said, “Pro- 
ductive relationship with the community.” All were being careless 
with the ends concept. Hospitals don’t exist so that patients can 
be respected, though respecting patients is important. Community 
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organizations don’t exist to provide services but to achieve results, 
which services may perhaps produce. Colleges don’t exist so that they 
can have a relationship with their community, though having a good 
relationship is important. Ends are only about what results for whom 
justify an organization’s existence, not how it would be good for the 
organization to conduct itself or to accomplish those ends. Keeping 
this distinction rigorously in focus prevents an organization from 
becoming another example of the sadly common fact that many orga- 
nizations persist due not to their results but to their methods. 

The Policy Governance concept of ends ties cost and benefit 
together, precluding any need to continue the old efficiency-versus- 
effectiveness argument. The Policy Governance model eliminates the 

WANT MORE? Shortsighted features of the “cult of efficiency” that were crit- 
5 icized by Stein. Accomplishing an acceptable amount of the 
a right effect for the money spent is all wrapped into the sin- 
gle summarizing idea of ends. It is for this reason that treating the 

ends concept as if it embraces just results or just cost spoils its utility. 


Ends Policies on the Policy Circle 


At this point, let me remind you of the policy circle described in 
Chapter Three (Figure 3.3). Figure 4.1 illustrates how a given board 
might have filled in the outer levels of the Ends quadrant. Each 
board, of course, will choose a different level of detail at which to 
stop, beyond which the CEO is allowed to make any reasonable 
interpretation. The number of policies and their depth in Figure 4.1 
are not intended to portray the right depth or number of policies but 
are only one example among many possibilities. Moreover, whatever 
the depth, number, and content of board policies, the board retains 
the right to change them whenever its wisdom so dictates. 


Next Chapter 


Strategic leadership lies in the board’s Ends policies more than any- 
where else. But the board is also accountable for how its staff mem- 
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Figure 4.1. Ends Policies Completed 


Note:The board has established its Ends policies deeply enough that any deci- 
sions or choices made by staff will be acceptable to the board if they are a reason- 
able interpretation of the broader statements. Thus, the board can safely delegate 
all further ends decisions. 


bers achieve these ends and how they conduct themselves. In Chap- 
ter Five, I invite you to consider how the board can safely keep out 
of staff business yet still be accountable for the conduct of business. 
We will see how a relatively few Executive Limitations policies can 
give both the board and its CEO the freedom to be innovative, 
bold, and attentive to their respective jobs. 


113 


114 BOARDS THAT MAKE A DIFFERENCE 


WANT MORE? 


mal 


Further Reading 


1. Oliver, C. “The Cult of Efficiency.” Board Leadership, 2002b, no. 61. 


Carver, J. “FAQ: Why Shouldn’t a Board Set Ends Policies One 
Program at a Time?” Board Leadership, 2004a, no. 76. 
Carver, J. “Beware the Quality Fetish.” Board Leadership, 1998a, 
no. 37. Reprinted in J. Carver, John Carver on Board Leadership. 
San Francisco: Jossey-Bass, 2002. 
Argenti, J. Your Organization: What Is It for? Challenging Traditional 
Organizational Aims. London: McGraw-Hill Europe, 1993. 
Carver, J. “The Market Surrogate Obligation of Public Sector 
Boards.” Journal of Mental Health Administration, 1981b, 8, 42—45. 
Carver, J. “Profitability: Useful Fiction for Nonprofit Enterprise.” 
Administration in Mental Health, 1979b, 7(1), 3-20. 
Carver, J. “Your Board’s Market Surrogate Obligation.” Board Lead- 
ership, 1997t, no. 30. Reprinted in J. Carver, John Carver on Board 
Leadership. San Francisco: Jossey-Bass, 2002. 
Carver, J. “Evaluating the Mission Statement.” Board Leadership, 
1993e, no. 5. Reprinted in J. Carver, John Carver on Board Leader- 
ship. San Francisco: Jossey-Bass, 2002. 
Carver, J. Creating a Mission That Makes a Difference. The Carver- 
Guide Series on Effective Board Governance, no. 6. San Francisco: 
Jossey-Bass, 1996f. 

2. Carver, J. “Why in Policy Governance Are Customary Management 
Words Like Goal, Objective, Procedure, and Strategy Discouraged?” 
Board Leadership, 2003w, no. 68. 


Carver, J. “Does the Balanced Scorecard Have Governance Value?” 
Board Leadership, 2001f, no. 58. 


3. Odiorne, G. S. Management and the Activity Trap. New York: 
HarperCollins, 1974. 


4. Argenti, J. Your Organization: What Is It for? Challenging Traditional 
Organizational Aims. London: McGraw-Hill Europe, 1993. 


5. Oliver, C. “The Cult of Efficiency.” Board Leadership, 2002b, no. 61. 
Stein, J. G. The Cult of Efficiency. Toronto: Anansi, 2001. 


5 


Controlling Ethics and Prudence 
What’s Not OK, Even if It Works 


[: is important that the board have control over the complexity 
and details of staff operations. Yet it is also important that a board 
be free from the complexity and details of staff operations. The 
board needs control because it is accountable for all organizational 
activity, however obscure or far removed. Yet the board needs to be 
free from operational matters because it is a part-time body with lit- 
tle time to get its own job done. 

It is common to sacrifice one need for the other. Some boards 
relinquish control to be free from details or to grant the CEO free- 
dom from board intrusion; such boards may be guilty of rubber- 
stamping. Others forgo freedom in order to control many details; 
such boards may be guilty of meddling or micromanaging. 

The responsible board cannot escape its obligation to prescribe 
at least the broad sweep of ends (which I have been calling the global 
level) and perhaps a few levels below. In other words, with a broad 
brush, the board determines the organization’s future impacts on the 
world. In this chapter, however, I am concerned not with the orga- 
nization in terms of its impact on the world but with what staff mem- 
bers do in getting it there. I deal with the myriad of “how to” 
questions facing the CEO and his or her staff. More accurately, I deal 
with how the board might best relate to the staff’s “how to” issues. 
The board’s challenge is to be reasonably certain that nothing goes 
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awry and at the same time to grant as much unimpeded latitude as 
possible to those with the skill and talent to get the work done. 

To make the case for freedom through limits, I start with the 
often dizzying array of organizational means, their seductive appeal, 
and the board’s legitimate interest in them. I then look at how a 
board can maintain control of internal operations by setting limits 
instead of becoming directly involved. Next, I deal with develop- 
ing the documents capable of exercising proactive control (Execu- 
tive Limitations policies), and I follow this with a demonstration of 
typical policy topics in this category. 


The Enticing Complexity of Operations 


For most boards, the greatest source of complexity and, unfortu- 
nately, interest is not ends but staff operations. Boards struggle with 
budgets, personnel procedures and issues, purchasing, staffing pat- 
terns, compensation, and staff plans. Self-perpetuating cycles are in 
effect wherein staff members bring their issues to the board because 
they think the board wants to hear them. Board members request 
information and attend to staff-level issues because they believe that 
the staff will feel abandoned if they do otherwise. Sometimes, staff 
members bring matters to the board to avoid making choices: “This 
item is a hot one; we’d better get the board to decide.” Often, no 
prior board guidance has been given; consequently, there are no 
parameters within which the board protects the staff’s right to make 
such choices. 

On the other hand, boards may delve into staff matters because a 
particular board member has either the relevant expertise or mere 
curiosity about some aspect of operations. It is not uncommon for an 
entire board to be drawn into an issue only because it is a concern of 
one or two persons. The board's job is thus defined not by a carefully 
constructed design of the task but by a laundry list of individual inter- 
ests. Perhaps most distressing is that much of the literature for and 
advice to boards accentuate just this kind of flurry-governance. 
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Boards study, invest meeting and committee time in, and worry 
and argue about the complex, never-ending, intriguing body of staff 
activities. To the detriment both of carefully deliberated results and 
of effective board process, boards are entangled in and seduced by 
the means of their subordinates. As if by an irresistible force, board 
members are drawn into staff issues like the following: 


Personnel: job design, hiring, firing, promotion, discipline, train- 
ing, grievances of staff from the most junior to the CEO, de- 


ployment, evaluation 


Compensation (except that of the CEO): salary ranges, salary 


grades, salary adjustments, incentives, benefits, pensions 


Supply: purchasing, bidding, authorization, storage, inventories, 
distribution, salvage 


Accounting: budgeting, depositories, controls, investments, re- 


trenchment, growth, cost center designation 


Facilities: space allocation and requirements, rentals, purchases, 
sales, upkeep, refurbishing 


Risk management: insurance, exposures, protective maintenance, 
disclaimers 


Consumer record keeping: consumer forms, waivers, consents, ser- 


vice tracking, service design 


Reporting: grant reports, tax reporting, law and regulation 
compliance 


Communications: telephone systems, meetings, postings, mail 


distribution 


Management methods: objective setting, staffing patterns, team 
definitions, feedback loops, planning techniques, control 
methods, on and on ad nauseam 


The foregoing list is not exhaustive. Means issues with which 
staff members contend are endless. There are always far more issues 
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than any board can keep up with, even if the board totally neglects 
its own job in order to do so. Keeping up with all these issues—much 
less providing leadership for them—is utterly impossible. The ideal of 
reviewing and approving everything is illusory. Yet the board has no 
choice but to attend to its legitimate interest in these matters, an 
interest that can be overlooked only with severe damage to the orga- 
nization’s concept of board accountability. 

The challenge for the board is to exercise oversight with respect 
to staff operations without obscuring role differences and without 
taking the staff off the hook for making decisions. The appropri- 
ate expression of the board’s legitimate interest is not to redefine a 
staff issue as a board issue but to curtail or confine the available staff 
choices to an acceptable range. 


The Board’s Stake in Staff Practices 


The preceding partial list of executive means includes important 
aspects of corporate life. Such material in board mailings and meet- 
ings may be so impressive that it seems to capture the essence of the 
enterprise. But no matter how important, how technically sophis- 
ticated, how impressively carried out, or how great the professional 
training of experts in the various areas, these items are means, not 
ends. They are not what organization is all about; they serve what 
organization is all about. And for the most part, the degree to which 
they serve board-desired ends well is the source of their value. 

For the most part, but not totally. Boards have more than one 
interest in staff practices. The Policy Governance model provides a 
unique mechanism for boards to control what needs to be controlled 


about staff means in a way that is as economical as it is rigorous. 


Effectiveness 


By far, executive means are of most importance to a board because 
of their effectiveness. Do they work? That is the primary test. Judg- 
ing the effectiveness of means is not done by looking at the means 
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but at what they were intended to produce. Means are assessed best 
by focusing on ends. In fact, the greatest impediment to measuring 
the effectiveness of means is looking at the means themselves. 

In this area, nonprofit and public administrative practice is 
prone to a monumental flaw. People inspect means through site vis- 
its, certifications, and organization evaluations, but there is very lit- 
tle inspection of results. Rewards are handed out on the basis of the 
means’ purported excellence rather than attainment of results. 
Organizational means come to have a life and momentum of their 
own, driven by the overpowering tendency to assess them apart 
from their ability to produce results. Perhaps this source of man- 
agerial perversity should not surprise us. Individuals and particularly 
disciplines or professions are heavily invested in and, in large part, 
formed around distinctive methods or practices—that is, means. 

So if a board is willing to make judgments about means based 
primarily on attainment of ends, then this largest single concern 
about executive means can be laid aside. I dealt with it in Chapter 
Four, and the board deals with it by measuring how well its organi- 
zation performs with respect to the board’s Ends policies. 


Approvability 


Granting that the board discharges its central legitimate interest in 
executive means by assessing achievement of ends, we must now 
deal with the fuzzy concept of approvability. Most boards would be 
unwilling to rest with mere effectiveness as the only test but would 
require that, apart from effectiveness, executive means be carried 
out in an approvable manner. 

What is meant by an approvable staff activity or plan? By ob- 
serving as boards proceed through a traditional approval process, 
I’ve noted three phenomena. First, as a body, a board may not be 
quite sure what approvability means. Consequently, a board may tend 
to go through the motions. Different board members question dif- 
ferent items, usually against idiosyncratic criteria. Sometimes they 


question effectiveness, but they are likely to fall back into the trap 
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of trying to judge effectiveness by closely inspecting the means. A 
telling test is for a board to ask itself what it would disapprove. If a 
board does not know what it would disapprove, its approval is a 
process without direction and, at worst, a sham. 

Second, board members may equate approvability with the ques- 
tion “Would I do it this way?” When an approval is rendered from 
this point of view, the real chief executive finds that there are a 
number of would-be executives to contend with. Board members 
sometimes see it as their prerogative to play part-time CEO. This 
phenomenon leads a politically inclined CEO to manipulate docu- 
ments so as to satisfy the various board member interests. Such 
maneuvering is not without cost. Ends suffer a loss of primacy, and 
the staff’s selection of means is less true to its own best judgment. 
CEO accountability for ends achievement is reduced when the 
board dictates the means. 

Third, board members want to ensure that staff means—how- 
ever effective in reaching prescribed ends—are prudent and ethi- 
cal. And to the extent that inspection and approval of executive 
means fulfill this board interest, they are justifiable. 


Legitimate Control of Means 


Let me summarize the foregoing points: (1) effectiveness requires 
no inspection of means and, in fact, is best measured by intention- 
ally not looking at means; (2) a simple preference that means be 
arranged or selected in a certain way is an indulgence that the board 
may want to allow itself, but it is one that reduces the integrity of 
management and cheapens the meaning of staff accountability; and 
(3) boards cannot ensure prudence and ethics by measuring the 
attainment of ends. But unlike a desire to enforce what are mere 
preferences, the board has a moral obligation to ensure the prudence 
and ethics of operations. 

Consequently, the only legitimate, direct interest a governing 
board need have in how the staff conducts its business is that all 
be prudent and ethical. Stated more pointedly, apart from being pru- 
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dent and ethical, the activities that go on at and below the level of chief 
executive are completely immaterial. The board need only involve 
itself in executive means to make sure that acceptable standards 
of prudence and ethics are being met. This can save much board 
time, as well as a great deal of executive frustration. And it be- 
comes clear what values in any given document or recommenda- 
tion the board in its most clearheaded moments was approving or 
disapproving. 


Control Through Proactive Constraint 


Most means are justified by the ends because producing results is 
normally what justifies means. Some means, however, are not jus- 
tifiable regardless of how effective they are. If this were not so, a 
board would not need to test anything about executive means 
except their effectiveness. Focusing on which means are not approv- 
able, rather than on those that are simplifies the board’s work and 
makes it less onerous for management as well. 

A board that wishes to ensure that its organization’s actions are 
prudent and ethical must delineate ahead of time exactly what is 
imprudent and unethical. Any staff action that does not violate the 
board’s standards, then, is automatically approvable. Note that 
the board’s standards are negative or limiting rather than positive 
or prescriptive. The board has neither the time nor the expertise to 
state everything that should be done. It does have the sense of 
ethics and prudence necessary to recognize what should not be 
done. Although counterintuitive, this principle is deceptively sim- 
ple, given the excellence in governing that it enables. 

Although the board speaks to ends prescriptively, with regard to 
executive means, the board should remain silent except to state 
clearly what it will not put up with. A small number of policies can 
enunciate the board’s values with respect to minimum levels of 
prudence and ethics. The board can govern the vast array of exec- 
utive means through policy, not through direct involvement in staff 
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activities. I call the category of policies that limits or constrains 
executive authority Executive Limitations. 

The total message the board sends to staff, then, consists of what 
outputs are to be achieved (ends) and what may not be done in the 
process of achievement (limits on staff means). Board thought is 
proactive and general rather than reactive and specific. Thus, the 
board is saved from making countless separate decisions in the future. 

Despite the breakthrough in board effectiveness that this ap- 
proach makes possible, some board members find it difficult to place 
limits on staff means. As persons and as governors, they desire to be 
positive rather than negative. Such a motivation is commendable, 
but it overlooks an irony of delegation. The most positive approach 
a board can take toward its subordinates’ means is verbally negative. 
Conversely, the most negative approach is prescriptive and positive. 
Telling a subordinate how to do a task automatically eliminates all 
other methods. Telling a subordinate how not to do it leaves open 
all other possible methods. Good supervision leaves as much free- 
dom as possible. 

No one can presume to know ahead of time all the innovative 
combinations of means. No one can divine all the possible ways to 
improve tasks, systems, structures, and relationships. Even the peo- 
ple who are carrying out a task stumble across innovation as often 
as they bring innovative ideas to the task at the outset. Moreover, 
running an organization involves not only innovation within sin- 
gle tasks but also continual re-creation of interrelationships among 
tasks and persons. The ability to make and change decisions and to 
move quickly, particularly on the part of those closest to the action, 
is of paramount importance. In the best of enterprises, leaders 
“define the boundaries, and their people figure out the best way to 
do the job within those boundaries” (Waterman, 1988, p. 7). 

Board prescription of means is a stultifying and anti-innovative 
process of control. This would be true even if a board were avail- 
able full-time and fully versed in all organizational areas of exper- 
tise. But boards are available to render decisions only a few hours 
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per year and do not have knowledge of every part of organizational 
life. The common, albeit incomplete prescription of means not only 
produces an untenable amount of work for the board but unduly 
hampers staff effectiveness. Such board positiveness is a serious 
cause of lost staff potential. Given the availability of a more effec- 
tive alternative, it is completely unnecessary as well. In Fram’s fic- 
tional exploration of what he terms the corporate model, a character 
boasts, “We have a REAL BOARD. ... A real board tells its exec- 
utive director exactly what to do.” Fram’s protagonist politely with- 
holds his thought: “You don’t have a real board. What you have is 
a parent-child relationship” (Fram, 1988, p. 74). 

There is a subtler way in which a board can inflict the same kind 
of damage without directly prescribing executive means: by retain- 
ing approval authority over staff plans. When staff must bring spe- 
cific decisions to the board (for example, approval of annual budgets 
and compensation changes), the board implies that only the staff 
actions it approves are legitimate. Although staff members author 
the board-approved actions, the board authorizes them. For staff, 
operational choices that have board approval, regardless of their ori- 
gin, are frozen in place until the board has time and sees fit to ap- 
prove changes. The effect on management is only a little better 
than if the board had generated the means prescription itself. Con- 
sequently, board approvals, even of staff-submitted documents, con- 
stitute unnecessary interference with the CEO’s staff delegation 
system and decision flow. 

Consider the effect of the board’s being minimal but negative in 
dealing with staff means. Ignoring staff means except to prohibit 
them with explicit policies frees both board and staff. Regarding the 
unusual proscriptive language, Jo Luck, CEO of Heifer Project Inter- 
national, Little Rock, says that the Executive Limitations category 
can mistakenly be seen “as negative, largely because it is written in 
negative terms. However, the way it is written actually provides a 
greater amount of flexibility for management.” In addition, the 
board is free of the endless details of staff work and can attend better 
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to its own job. G. Taft Lyon, Jr., board chairperson of Life Manage- 
ment Center, El Paso, Texas, was happy that he “didn’t have to get 
involved in [the CEO’s] business and tell him what he needed to 
do.” Anne Saunier, board chairperson of Planned Parenthood Fed- 
eration of America, speaks of the ability to “safely withdraw, as a 
WANT MORE? national board, from administrative details, with the em- 
1 phasis on being ‘safe.’” The staff is left free to choose, 
Ei] change, and create within clearly stated boundaries. Nor- 
man Barth, CEO of Lutheran World Relief, New York, is happy to 
be “freed... . Not that I can do anything I want to, but rather I 
know the bounds of my authority. . . . The board does not second- 
guess me.” 

Without this explicitly bounded freedom, the CEO of a large zoo 
wrote that “[I] continue to feel as though I am walking through traps 
and land mines. Fortunately, I am guessing where most of them are; 
Į am guessing a lot.” J. Gregory Shea, CEO of Tri-County Mental 
Health Services of Lewiston, Maine, says his board “clearly feels . . . 
that it knows . . . how far the CEO can and will go . . . that both my 
day-to-day functioning and the board’s policy setting and oversight 
are done with much greater freedom . . . and [with] flexibility . . . to 
[adapt to] sometimes very rapidly changing circumstances. Without 
those policies, there would be a lot of ‘Monday-morning quarter- 
backing.” Lois Rockhill, executive director of Second Harvest Food 
Bank of East Central Indiana in Anderson, Indiana, says that even 
though she “already enjoyed a great deal of freedom from board inter- 
ference in operations,” she is “amazed that Policy Governance has 
provided even greater liberation.” Similarly, Jeanette Andrews, exec- 
utive director of the Association of Registered Nurses of Newfound- 
land and Labrador, St. John’s, claims, “Policy Governance has 
empowered our staff and unleashed their creativity and innovation. 
At the same time, we feel it has increased our accountability to our 
governing Council . . . ; it is a true innovation in governance.” 

As long as the board’s ends are accomplished and the board- 
stated Executive Limitations policies are not violated, staff action 
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is by definition supported by the board. Using this approach, the 
board is proactive. Approval of staff documents, which is discussed 
more fully in Chapter Three, is reactive. Further, approval is a prac- 
tice in which the board is always “one down”; it can never know 
quite as much about the details of staff action and planning as the 
staff itself. Moreover, by being proactive, the board can be more 
confident that it has dealt with the issues of prudence and ethics. 
As painstaking as many approval processes might be, they ordinar- 
ily focus on the acceptability of specific actions or documents rather 
than on the underlying values that form the basis for board deci- 
sions on those actions and documents. Consequently, after the 
board approves specific actions or documents, its policy remains 
unstated. Another payoff, which is more important than it seems, 
is reducing the board’s burden of paperwork. The board can invest 
the bulk of its leadership in determining expected results rather 
than in helping staff be staff. 


Policies to Limit Staff Action 


The task, then, with respect to board oversight of staff means is to 
create a workable set of policies that constrain or limit executive 
latitude. In this section, I first review the necessity of saying what 
seems unnecessary to say, even at the broadest and most obvious 
level, in a negative or limiting fashion. Second, I argue that broad 
policies should grow out of the board’s, not the staff’s, values. Last, 
I consider the board’s worry areas as a natural origin of these Exec- 


utive Limitations policies. 


Starting with Broad, Proscriptive Language 


As with all policy control, proper governance lies an arm’s length 
from the action, which can be uncomfortable for some board mem- 
bers. There may be discomfort, but there will not be difficulty, 
because it is not hard to write policies that safely allow board with- 
drawal from the prescriptive details of staff means. Doing so does 


125 


126 BOARDS THAT MAKE A DIFFERENCE 


require close attention to the few simple rules proposed here for pol- 
icy development. For example, as discussed in Chapter Three, 
boards must start with the largest, most inclusive level before mov- 
ing on to lesser levels. 

Remember that the intent of the Executive Limitations cate- 
gory of policies is to prohibit staff practices that the board regards 
as imprudent or unethical. This intent will be further defined; how- 
ever, it is important to note from the outset that preventing impru- 
dent and unethical behavior is the board’s sole aim in setting these 
policies. Note further that the wording here is negative. We could 
as easily say—using positive language—that the board is trying to 
ensure that behavior is prudent and ethical, for the meaning would 
be essentially the same. However, because boards face the almost 
irresistible temptation to slip back into prescribing staff means, 
they are wise to maintain a proscriptive demeanor throughout, 
even when it seems pedantic to do so. Establishing the negative 
approach right from the beginning at the global level helps a board 
maintain the necessary discipline in subsequent, more complex 
issues. 

It is important to remember that the reason for Executive Lim- 
itations policies is to place off-limits any staff means that are unac- 
ceptable even if they work, not to give the board a backdoor method 
of prescribing staff means. By backdoor method, I mean requiring 
certain methods of operating simply by placing out-of-bounds all 
methods that are not the ones to be imposed. For example, an exec- 
utive limitation that says, “Don’t use any management method 
other than total quality management” would be such a backdoor 
prescription, observing the language of the concept while violating 
the intent. Another might be “Don’t fail to have job descriptions 
and a performance reward system for all staff.” 

The board’s first and broadest staff means policy position is a 
simple constraint on executive authority: “The chief executive may 
neither cause nor allow any organizational practice that is impru- 


dent or unethical.” This sentiment is so obvious; why should the 


Controlling Ethics and Prudence 


board have to dignify it as policy? There are two reasons for begin- 
ning at such a simple level. First, this position is the source from 
which all further constraints spring. It is the beginning. As further 
policies are built on this foundation, it will become increasingly 
important to maintain simplicity or, at least, clear connections with 
simplicity. In addition, as we must learn again and again, organiza- 
tions attain excellence by doing the simple things well. 

Second, approaching constraints from the broadest perspective, 
regardless of how simplistic this appears, ensures that the board can 
never, through oversight, leave a policy vacuum. Although this type 
of “backup” policy may be broader (allow more room for interpre- 
tation) than the board would like, it makes it impossible for an issue 
not to be covered by board policy at some level. If the extent of rea- 
sonable latitude under a constraint of, say, “imprudence” is greater 
than the board desires, then it needs to create further policy. But at 
no time will there be a lack of policy. In organizations where this 
principle of logical containment is not followed, executives or 
boards continually find issues not covered by board policy. Conse- 
quently, forceful staff action may be bottlenecked or staff members 
may take an unnecessary risk or miss an opportunity while the pol- 
icy hole is being plugged. 

Conventional, prescriptive policy development on staff means 
requires that the board foresee all possible actions and create poli- 
cies targeted at those actions. This approach characteristically gen- 
erates a great deal of unnecessary committee work. Perfect foresight 
is, of course, impossible, and such an approach leads to patchwork 
policymaking. This approach also ensures that the board forever 
remains a step or two behind staff, for staff operations continually 
generate new specifics. 

Optimal policymaking produces neither a long list of disjointed 
pieces nor a mere restatement of approved staff documents. It pro- 
duces a fabric of values that, no matter how thin, effectively blan- 
kets all possibilities. Creating this fabric with respect to executive 
means must begin with the broadest proscription. Without this 
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broad statement there is no all-inclusive point of departure for fur- 
ther, more detailed explicit board constraints. 

CEOs know there are limits on staff behavior but ordinarily have 
to make assumptions about what those limits are. While CEOs 
develop some skills in mind reading, they often miss the mark, occa- 
sionally becoming ex-CEOs in the process. So CEOs in traditional 
governance can either ask repeatedly for board sanction of this or 
that with each concrete plan or activity and all changes thereto 
(thereby drawing the board into the intricacies of staff means) or, 
just to be cautious, impose more limitations on staff action than the 
board would have intended. Unnecessary constraint often lowers 
performance, a consequence the board surely does not want. A con- 
straint lowers performance by raising cost or lowering product quan- 
tity; nothing is free, including constraints. 


Making Board Policies the Board’s Policies 


For integrity of governance, the board must generate policies from 
its own values, not parrot them from staff values. A side effect of tra- 
ditional patchwork policymaking is that staff members are forced 
repeatedly to ask the board for approvals. When the board approves 
what the staff has submitted, it buys into the values that underlie the 
approved material, thereby embracing an unspecified number of 
undebated and unwritten policies that it had not intended to enun- 
ciate. That is, the embedded values—to the extent the board even 
noticed them—may be acceptable to the board, but the board’s own 
values would not have caused them to be laid down as a require- 
ment. In the governance design presented here, the board adopts 
only policies for which its values dictate a need. Board policies are 
not passed to please staff, even the CEO. The CEO is already 
empowered to make decisions, as long as they are consistent with 
the board’s policies. The CEO is unlikely to request that the board 
restrict executive latitude further. Because he or she is already em- 
powered, such a request would clearly indicate that the CEO is 
merely using the board to avoid making a decision. 


Controlling Ethics and Prudence 


Despite the churning commotion of implementation, a board’s 
ethics and prudence standards tend to remain constant. When writ- 
ten into policy, the board’s standards serve as an anchor for all staff 
action. There is room for staff to move around when tossed about 
in stormy weather, but there is not so much room that the staff loses 
its bearings or strays from what the board holds the organization out 
to be. Like an anchor, good policymaking is not complicated; its 
simplicity is why it works. Staff must be given a free hand to do 
what they know how to do but should not be either stranded or 
exposed by the board’s failure to define boundaries. 

Boards can provide this leadership only if they are not subjected 
to the same short-term pressures that operate on staff. If the board is 
tossed in the same stormy seas as the staff, it will have difficulty see- 
ing past the next wave, much less to the horizon. The stability of a 
relaxed governance arena allows the board to ride above the fray 
fairly unperturbed. The board saves its energy for the more con- 
templative struggle about underlying values. A board that is more 
hurried than contemplative has probably fallen into staff-level issues 
and ceased to govern. 

Let’s go back to the global Executive Limitation policy. Having 
prohibited only unethical and imprudent behavior, the board may 
worry that its brush has been a little too broad. Any staff practice 
that fits within a reasonable interpretation of this range must be 
considered acceptable. A reasonable interpretation in this usage is 
akin to the “prudent person” test common in the law. A reasonable 
interpretation is one that can be demonstrated to the board as one 
that a reasonable person might make, given the same policy word- 
ing. If the majority of board members feel that practices that pass 
the reasonable interpretation test are still not acceptable, it is their 
policy that is in error, for it was not written to be as constraining as 
the board intends. Consequently, the board must further define and 
narrow the existing policy. As might be surmised, I have never 
found a board that did not wish to constrict the acceptable latitude 
further, beyond the global level. 
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Transforming Worries into Policies 


The broadest constraint (prohibiting imprudent and unethical 
behavior) applies without differentiation to all areas of organi- 
zational activity. When creating policy beyond this general pro- 
scription, the board will doubtless apply its caution more to some 
subjects than to others; that is why moving to the next lower level 
takes the form of addressing specific aspects of the organization. 
Thus, policy not only drops to a lower level but begins to differen- 
tiate among organizational topics. 

Subjects differentiated for further constraint could be seen as 
specific “worry areas.” The most common worry areas in which pol- 
icy is written to further define unethical and imprudent behavior 
involve financial condition, personnel, treatment of clients, com- 
pensation, asset protection, and budgeting. Addressing each of these 
subjects (1) affords board members the opportunity to agree on what 
is unacceptable; (2) sends the executive a clear message about what 
must be avoided, an explicitness that most executives find refresh- 
ing, albeit less manipulable; (3) enables the board to streamline 
future monitoring because it has established criteria against which 
to measure performance; and (4) enables the board to codify its anx- 
ieties and, consequently, to relax. 

In conceiving these policies, the board should not focus just on 
current worries. A board should create Executive Limitations poli- 
cies that cover the entire range of unpalatable circumstances. What 
a board would find unpalatable is not a function of recent events, 
though heightened sensitivity to one or another condition might 
be. Reactive policymaking takes responsive action at the time of a 
crisis, but this indicates that the board’s leadership is driven by cir- 
cumstances rather than by ideals. The idea is to design a system for 
whatever the future holds, not just to fix today’s or yesterday’s prob- 
lems. When it is free from immediate concerns, the board uncov- 
ers values that have not theretofore surfaced, values that will be 
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relevant to events as yet unforeseen. Still, the safety net effect of 
the logical containment principle saves the board from having to 
be perfect in its comprehensiveness. 

Listening to worries voiced by board members helps the board 
establish Executive Limitations policies that are specific to the orga- 
nization. One member of an Arizona board wondered aloud how 
disruptive it would be if the CEO were to be unexpectedly lost. The 
others were persuaded that this was a legitimate board worry. Con- 
verting that worry into an Executive Limitations policy resulted in 
immediate relaxation about the problem. The board adopted a pol- 

WANT MORE? icy requiring that the CEO never have fewer than two 
2 senior staff substantially familiar with board and executive 
iam} officer activities. The majority of the board members felt 
that this policy provided all the emergency preparedness needed. 
The policy fit their values, precluded further worry, and was stated 

in two sentences. 

It is important that policies represent the values of the board 
that establishes them. Policies are not chosen from a catalogue, 
issued by a government agency, enunciated by staff, derived by con- 
sultants, or taken from books. Policies are personal to the board. 


Typical Executive Limitations Topics 


Because Executive Limitations policies spring from a board’s sense 
of prudence and ethics, they are more likely than other categories 
of policy to resemble the policies of other boards using this model. 
Prudence and ethics are relatively common across boards, more so 
than ends. The following list is not specifically recommended, but 
does illustrate a few common Executive Limitations policy titles. 


Vendor relations A “floor” for their fair treatment 


Asset protection Unacceptable risk and treatment of fixed 
and liquid assets 


132 


BOARDS THAT MAKE A DIFFERENCE 


Indebtedness Limits on circumstances in which the 
executive could allow the organization 


to incur debt 


Financial condition Conditions of financial jeopardy to be 


avoided 
Budgeting Characteristics unacceptable in budgeting 
Compensation Characteristics not tolerated in admin- 
and benefits istering wages and salaries 


All Executive Limitations policies are messages from the board 
to its CEO. They are not messages from the board to staff, for the 
CEO is the only staff member to whom the board gives directions. 
(My assumption, for simplicity of explanation, is that there is a 
CEO, though having a CEO is not required in order to use the Pol- 
icy Governance model. Without one, however, the board’s execu- 
tive delegation is to multiple points instead of one—a much harder 
task.) Further, the policies do not give the CEO power to do this or 
that. They take power or latitude away (“You may not...”). The 
CEO has whatever power the board does not withhold: the board 
is saying, “Go till we say stop” rather than “Stop till we say go.” 

To illustrate three Executive Limitations areas, let us look at 
board concerns with respect to financial management and person- 
nel administration. In traditional governance, the financial concern 
is usually expressed in two ways: monthly reports on the actual 
financial condition of the organization and annual inspection of 
budget. In traditional governance, the personnel concern is mani- 


fested in approval of personnel “policies.” 


Financial Condition Policy 


Boards put great stock in monthly or quarterly financial reports. Yet 
a substantial number of board members do not understand these 
reports. Even in boards comprising persons competent at analyzing 
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financial statements, it is uncommon for the board to know as a 
body what it deems unapprovable. Such a situation makes the im- 
portance of the approval process questionable and repeatedly invites 
discussion about financial details. Actually, even if the standards 
were clear to everyone, approval of a financial report would still be 
simply an acknowledgment that the data exist, that the preceding 
month or quarter actually took place. 

In converting to Policy Governance, boards are usually unwill- 
ing to let the standard rest solely on so broad a proscription as 
avoiding imprudence. That is because some practices or conditions 
might not be imprudent in the general sense but are outside what a 

WANT MORE? given board is willing to countenance. To adopt a policy 
3 that further defines the acceptable boundaries of ongoing 
aam financial conditions, the board must discuss and debate 
those circumstances it finds unacceptable, ones that have a smaller 
range of reasonable interpretation than simply avoiding impru- 
dence. Financial condition is a wavering phenomenon; most of its 
squiggles are of no consequence. Some aspects, however, are worri- 
some or even frightening. 

Ordinarily, the top level within this policy requires that the fi- 
nancial condition never result in financial jeopardy or expenditures 
at odds with any priorities expressed by the board in regard to results 
or beneficiaries. Beneath this broad proscription, foremost among the 
several considerations is usually that spending never exceed revenues 
(or some more finely tuned relationship appropriate to the circum- 
stances). If the organization has the ability to borrow funds or has 
reserves, the prohibition might limit the amount of indebtedness or 
withdrawals from reserves, or it might prohibit indebtedness or with- 
drawal except under specified conditions. Moreover, that an execu- 
tive has not spent more than has been received might be a rather 
hollow datum if expenses have been put off and revenues rushed into 
the reporting period. Further, shifts of wealth hidden within the over- 
all numbers may obscure important financial jeopardies such as a 
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decreasing ratio of current assets to current liabilities. Fine-tuning 
the policy language can address these points and, at the same time, 
enhance the board’s appreciation of issues of financial jeopardy. 

The board must discuss and understand these and related issues 
in order to create a financial condition policy. In the short run, as 
much value is derived from the new level of understanding as from 
the policy itself. A board can use expert counsel in producing such 
a policy, as long as the expert does not create the policy. The expert 
should help board members attain a more complete understanding. 
The understanding supplies data on which board members’ values 
about risk, safety, conservatism, brinkmanship, and so forth can 
operate. The aggregated and debated board values create the pol- 
icy. For most boards, the list of unacceptable conditions thus derived 
is more complete and more systematic than the items it would have 
routinely inspected using the standard approval method. In addi- 
tion to being more complete, the subsequent monitoring of finan- 
cial statements requires far less time than many boards and finance 
committees traditionally spend. 

The board of Second Harvest Food Bank of East Central Indi- 
ana expressed the limits of financial management acceptability in 
its policy “Financial Condition and Activities” (Exhibit 5.1), based 
on criteria that the board considered to be conditions of jeopardy. 
The board felt it could accept any reasonable definition of “timely 
manner” in criterion 3, though another board might need to restrict 
the range by using words such as “within the discount period or 
thirty days, whichever is earlier” with respect to the debt portion of 
the criterion. 

Of course, an additional Executive Limitations policy that is 
specifically focused on investments would be needed by an organi- 
zation with a sizable endowment. A simple form of this policy, use- 
ful even for boards with more modest reserves, might merely instruct 
that the CEO not invest or hold operating capital in insecure 
investments, including uninsured checking accounts and bonds of 


less than AA rating, or in non-interest-bearing accounts, except 
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Exhibit 5.1. Second Harvest Food Bank 

of East Central Indiana, Anderson, Indiana 
Executive Limitations Policy 

“Financial Condition and Activities” 





With respect to the actual, ongoing financial condition and activities, 
the CEO shall not cause or allow the development of fiscal jeopardy 
or a material deviation of actual expenditures from board priorities 
established in Ends policies. Further, without limiting the scope of the 
foregoing by this enumeration, he or she shall not: 


1. Expend more funds in the fiscal year to date than had been actually 
received in the previous fiscal year. 

2. Use the board reserve fund. 

3. Fail to settle payroll and debts in a timely manner. 


4. Allow tax payments or other government-ordered payments or filings 


to be overdue or inaccurately filed. 
5. Acquire, encumber or dispose of real property. 


6. Fail to aggressively pursue receivables after a reasonable grace period. 





where necessary to facilitate ease in operational transactions. Hav- 
ing policy control over investments is normally better than having 
board members on an investment committee make investment deci- 
sions, according to investment adviser John Guy (1992, 1995). 


Budget Policy 


A financial condition policy establishes the boundaries of the accept- 
able ongoing financial status—that is, the condition that is often 
referred to by the shorthand term actual (actual financial position as 
opposed to expected position). Boards can go further and establish 
which characteristics of financial intentions would not be acceptable. 
Financial intentions, or financial planning, take the form of a bud- 
get and, often, numerous budget adjustments during a year. 

Most nonprofit and public boards consider the budget approval 
process sacrosanct. To suggest that board budget approval might not 
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be a necessary element of financial stewardship runs against a firmly 
held belief, one so firm that some board members contend that no 
regularly occurring board activity is as important as budget approval. 
The reason given is that the board must have control over the bud- 
get because of the board’s fiduciary responsibility. In addition, some 
say that the budget is the most important policy document the 
board passes. 

Both contentions are somewhat correct. The board must have 
control over that for which it is accountable. And the budget does, 
albeit usually implicitly, represent much of what is important to an 
organization—its aims, its risks, its conservatism. Neither argument, 
however, dictates how a board should control a budget and the bud- 
get’s policy implications. The starting questions for any board are 
“What is it about the budget that we wish to control?” and “If we 
were never to see a budget, what specific conditions would we worry 
about?” 

A budget concerns events that have not yet occurred. It is a 
plan. Like all plans, it makes suppositions, conveys intentions, and 
designs process or flow. It is a rather special plan inasmuch as it is 
denominated in money. Most budgets, moreover, are line-item bud- 
gets rather than program budgets or result-package budgets, so from 
a governance perspective, they illustrate some of the less meaning- 
ful aspects of financial planning. For example, the expected cost for 
a certain outcome is of central interest when a board debates its 
Ends policies. How much the group insurance component of sup- 
port staff compensation is expected to be has less intrinsic value. 

What is it that the board wishes to control? If the board had to 
list every possible dollar figure and ratio in the budget, it would give 
up and go home! Only the most compulsive board members want 
to know the budget for stationery, much less control it. In fact, there 
are very few aspects of a budget that responsible boards need to con- 
trol. Boards want and need control over certain budgetary charac- 
teristics to fulfill their legal and ownership responsibilities. Few 
boards have any idea what these characteristics are. 
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To fine-tune its fiduciary responsibility, a board must decide 
which aspects of the budget to control. If the board has been check- 
ing these budgetary characteristics all along, jotting them down will 
take but a few moments. If the board finds it cannot readily do this, 
there is reason to question what the detailed budget approval 
process has been seeking. What, in fact, was approved? Is it possi- 
ble that the admittedly high principle of fiduciary responsibility has 
been used to justify a process that is less effective than board mem- 
bers thought? In my years of watching budget approvals, I have con- 
cluded that this is exactly what goes on. 

Enlightenment is nearly inescapable when a board sets out to 
codify its worries about financial planning. What would worry board 
members about a budget? What would cause them not to approve 
a budget? The important features begin to stand out, and the less 
important ones recede. The vast array of figures becomes less intim- 
idating for nonfinancial people. Financial people are afforded the 
opportunity to connect their technical expertise with their wisdom. 
It is on the wisdom level that they meet the other board members; 
they are no longer strangers divided by a language barrier. 

On this journey, the board gets serious about the meaning of 
fiduciary responsibility. This responsibility does not mean control- 
ling the number of phone lines, but it does mean controlling the 
ability to pay the bills. It does not mean controlling out-of-state (or 
out-of-province) travel, but it does mean controlling the conser- 
vatism with which revenues are projected. Or are those issues the 
wrong ones? Debate ensues. Values about risk, brinkmanship, pro- 
bity, judiciousness, proportions of effort, and so forth begin to 
receive more attention than more mundane factors. And through- 
out, the process is disciplined by a progression from big questions to 
small ones, as it should be in all policy creation. 

As with all other Executive Limitations policies, the message is 
directed to the CEO and is one of limitation, not empowerment. 
The CEO is already empowered by the “go till we say stop” system 
of delegation. What he or she needs to know are the limits of power, 
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the acceptable latitude in exercising it. The CEO must ponder these 
questions: “How liberal may I be in counting chickens prior to their 
hatching (projecting revenues)? How low may I let the ratio of cur- 
rent assets to current liabilities slip and still maintain intended lev- 
els of results? How much may I dip into reserves when pinched for 
cash? To what extent may I meet cash-flow necessities by shifting 
money temporarily among special-purpose funds?” These and other 
value questions arise during financial planning, whether for next 
month or next year. Agile, empowered management can address these 
choices within board values far more effectively than a board can. 

An additional bonus of the executive limitations approach is the 
policy’s applicability to all financial planning—that is, the plans for 
next month and next year and all the replanning that occurs in the 
real world of constant change. An organization rarely has one bud- 
get for a year. As conditions shift and assumptions fail to pan out, 
it may have many. Every budget alteration made by the CEO, no 
matter how many there are, must meet the test of the board’s budget 
policy. CEOs can respect the stability of this type of board leader- 
ship. The only fixed aspects of budgets, then, are the policies on 
which they are based and the certainty that specifics will be end- 
lessly altered. 

Most boards that I have helped through this process have had a 
hard time coming up with more than half a page of budgeting con- 
straints. What message does this send? All those years of painstaking 
budget approvals by the board, not to mention finance commit- 
tee time, resulted in half a page of unacceptable conditions. The ap- 
proval process had always gone far beyond checking for unaccept- 
able conditions. Having no policy that delineated the unacceptable 
conditions, the board foraged about wherever individual interests 
and fears directed them. Moreover, this painstaking scrutiny seldom 
resulted in material change to the submitted budgets and not in- 
frequently overlooked dangerous conditions until it was almost 
too late. 


Controlling Ethics and Prudence 


Boards are accountable for budgets, but not more accountable 
than they are for what the organization accomplishes in actual 
results for people per dollar. Budgets are simply not the board’s most 
important job. Directing what good is done for which people and 
at what cost is its most important job. Missing the mark with respect 
to ends even by a small percentage costs the world far more than 
most budgetary errors. Gwendolyn Calvert Baker, executive direc- 
tor for the national board of the YWCA, found that when you deal 
with financial planning this way, “The program drives your budget; 
your budget doesn’t drive your program.” 

The board of the State Employees Credit Union created a pol- 
icy (Exhibit 5.2) to control the credit union’s budgeting. Item 1 of 
the numbered parts implies that one important assessment of a bud- 
get is determining that it avoids the financial jeopardies already set 
forth in the organization’s financial condition and activities policy. 


Exhibit 5.2. State Employees Credit Union, Lansing, Michigan 
Executive Limitations Policy 
“Financial Planning/Budgeting” 





Financial planning for any fiscal year or the remaining part of any fiscal 
year shall not deviate materially from Board’s Ends priorities, risk fiscal 
jeopardy, or fail to be derived from a multi-year plan. 

Further, without limiting the scope of the foregoing by this enumera- 
tion, the CEO shall not plan in a manner that: 


1. Risks the organization incurring those situations or conditions 
described as unacceptable in the Board’s policy Financial Condition 


and Activities. 


2. Fails to include credible projection of revenues and expenses, sep- 
aration of capital and operational items, liquidity, and disclosure of 


planning assumptions. 


3. Provides less for Board prerogatives during the year than is set forth 


in the Cost of Governance policy. 
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As complicated as budgeting is for a complex organization, the gov- 
ernance of budgeting need not be. 


Personnel Policy 


When nonprofit (as opposed to, say, public school system) boards 
are asked to show their policies, they produce their personnel 
“policies.” It is ironic that the one document in which the word 
policy is almost always misused is the most frequent example of 
board policy that comes to mind. The question for boards, beyond 
the broader proscription against being unethical or imprudent, is 
“What is it about dealings with personnel that we need to con- 
trol?” The answer is anything that a reasonable person might con- 
sider ethical or prudent but that the board does not want to have 
happen. 

The board of the Orchard Country Day School decided that 
secretive decision processes, which it found unacceptable, consti- 
tuted mistreatment that might slip by as acceptable under the broad 
“don’t be unethical” rule. Another board decided the same about 
any prejudice toward an employee who has filed a grievance. Most 
boards have decided to omit references to sex, race, and age dis- 
crimination in jurisdictions where the law covers these items. Vio- 
lation of the law is so patently a case of imprudent behavior that no 
additional words need be wasted. But a board that believes that the 
law does not go far enough could increase the constraint beyond the 
law’s protection. 

The board does have a personnel policy under the Policy 
Governance model, but it is unlikely to be more than a page long. 
The previous board personnel policy manual becomes the prop- 
erty of the CEO, to change as he or she sees fit (limited, of course, 
by policy). Similarly, the board does not decide remuneration 
of the CEO’s subordinates but likely has a policy that limits the 
CEO’s compensation decisions. Exhibits 5.3 and 5.4 display such 
policies. 
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Exhibit 5.3. Tennessee Managed Care, Nashville, Tennessee 
Executive Limitations Policy 
“Treatment of Staff” 





With respect to treatment of paid and volunteer staff, the chief 
executive may not cause or allow conditions which are inhumane, 
unfair, or undignified. Further, without limiting the scope of the 
foregoing, he or she shall not: 


1. Discriminate among employees on other than clearly job-related, 
individual performance or qualifications. 


2. Fail to take reasonable steps to protect staff from unsafe or unhealthy 
conditions. 


3. Withhold from staff a due-process grievance procedure, able to be 
used without bias. 


4. Fail to acquaint staff with their rights under this policy. 





Exhibit 5.4. Mennonite Mutual Aid, Goshen, Indiana 
Executive Limitations Policy 
“Compensation and Benefits” 





With respect to employment, compensation, and benefits to employees, 
consultants, contract workers, and volunteers, the CEO shall not cause 
or allow jeopardy to fiscal integrity or constituency image. Further, with- 
out limiting the scope of the foregoing, he or she shall not: 

1. Change his or her own compensation and benefits. 


2. Promise or imply permanent or guaranteed employment. 


3. Establish or change retirement benefits so as to cause unpredictable 


or inequitable situations, including those that: 
A. Incur unfunded liabilities. 
B. Provide less than a basic level of benefits to all full-time employees. 


C. Allow any employee to lose benefits already accrued from any 


prior plan. 
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Range of Executive Limitations Policies 


In Executive Limitations policies, different boards have varying 
things to say, both in volume and in restrictiveness. One board may 
find another’s policies too restrictive or irresponsibly loose. To my 
knowledge, there is no “right” level or “right” content, but it is crit- 
ical that in any specific organization, the CEO and board always 
know precisely what the marching orders are at all times. 

Most boards will rely on a number of policy topics, such as the 
three just discussed, but the full list of policies will differ from board 
to board within the same type of organization and will certainly dif- 
fer from one type of organization to another. An international 
development agency will have policies different from those of a fam- 
ily planning service. Boards of county commissioners, libraries, 
chambers of commerce, and trade or professional associations will 
all differ, though they are subject to the same principles. 

The policy “Communication and Support to the Board” from 
the board of Miracle Hill Ministries, Greenville, South Carolina, 
shown in Exhibit 5.5, illustrates the way many Policy Governance 
boards choose to ensure that they receive sufficient information and 

WANT MORE? assistance. A board could, of course, establish a secretariat 
4 separate from operational staff, but that is rarely necessary. 
Hie cet Still, a part-time board needs to have considerable infor- 
mational and infrastructure help to make its task possible. And 
while it relies on that help, it must never become subservient to or 
steered by its helpers. 

Protection of organizational assets is an issue for all boards that, 
like all staff means issues, can be addressed through an appropriate 
Executive Limitations policy. Exhibit 5.6 shows how Yavapai Col- 
lege in Prescott, Arizona, worded its asset protection policy. This 
policy would work for most organizations; however, the board of a 
financial institution would likely have another policy to limit the 
CEO’s authority with respect to investments. 
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Exhibit 5.5. Miracle Hill Ministries, Greenville, South Carolina 
Executive Limitations Policy 
“Communication and Support to the Board” 





The President/CEO shall not permit the board to be uninformed or 
unsupported in its work. Further, without limiting the scope of the 
foregoing by this enumeration, he or she shall not: 


1. Neglect to submit monitoring data required by the board (see policy 
on Monitoring President/CEO Performance) in a timely, accurate 
and understandable fashion, directly addressing provisions of board 
policies being monitored. 


2. Let the board be unaware of relevant trends, anticipated adverse 
media coverage, material external and internal changes, particularly 
changes in the assumptions upon which any board policy has been 
previously established. 


3. Fail to advise the board if, in the President/CEO’s opinion, the board 
is not in compliance with its own policies on Governance Process 
and Board/Staff Linkage, particularly in the case of board behavior 


which is detrimental to the work relationship between the board and 
the President/CEO. 


4. Fail to marshal for the board as many staff and external points of 
view, issues and options as needed for fully informed board choices. 


5. Present information in unnecessarily complex or lengthy form or 
in a form that fails to differentiate among information of three types: 
monitoring, decision preparation, and incidental. 


6. Fail to provide a mechanism for official board, officer or committee 
communications. 


7. Fail to deal with the board as a whole except when (a) fulfilling 
individual requests for information or (b) responding to officers or 
committees duly charged by the board. 


8. Fail to report in a timely manner an actual or anticipated noncom- 
pliance with any policy of the board. 


9. Fail to supply for the consent agenda all items delegated to the 
President/CEO yet required by law or contract to be board-approved, 
along with the monitoring assurance pertaining thereto. 





144 BOARDS THAT MAKE A DIFFERENCE 


Exhibit 5.6. Yavapai College, Prescott, Arizona 
Executive Limitations Policy 
“Asset Protection” 





The President shall not allow corporate assets to be unprotected, in- 
adequately maintained, or unnecessarily risked. 

Without limiting the scope of the foregoing by this enumeration, 
the President shall not: 


1. Fail to insure against fire, theft and casualty losses to the full 
extent of current replacement value and against liability losses 
incurred by the College itself, its Board members, and its employees, 
consultants and agents in an amount usually carried by comparable 


organizations. 
2. Allow unbonded personnel access to material amounts of funds. 


3. Subject the College plant and equipment to improper wear and 


tear or insufficient maintenance. 


4. Unnecessarily or willfully expose the College, its Board or staff to 
claims of liability. 


5. Fail to protect intellectual property, information and files from loss 
or significant damage or willfully violate the intellectual property 
rights of others. 


6. Receive, process or disburse funds under controls which are insuff- 


cient to meet the Board-approved auditor’s standards. 


7. Invest or hold operating capital in unsecured instruments, in- 
cluding uninsured checking or saving accounts or bonds having 
less than an AA rating at any time, or in non-interest-bearing 
accounts except when necessary to facilitate ease in operational 


transactions. 


8. Endanger the College’s public image or credibility, particularly in 
ways that would hinder the accomplishment of its Ends. 
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In practice, most boards get by with fewer than ten Executive 
Limitations policies. These tend to average less than a page in 
length. But the vessel is adjustable, allowing as much restriction or 
freedom as a board feels is right. Boards must realize, however, that 
no matter how narrow a policy is intended to be, there is still room 
for interpretation. The CEO’s job is largely one of making those 
interpretations as he or she delegates tasks to others. Unless the 
board itself wishes to do the organization’s work, this will always be 
the case. Interpretation is so integral to the nature of management 
that one could describe a manager’s job as translation from one level 
of abstraction to another. 

Consequently, it is never legitimate to complain that board pol- 
icy with respect to the CEO and staff is fuzzy, open to interpreta- 
tion, or general. Board debate must turn on the degree of fuzziness, 
interpretive range, and generality. A board member who feels that 
certain policy language allows too great a range of interpretation is 
obligated to argue for language that narrows the range. The mem- 
ber only detracts from his or her good argument if he or she com- 
plains, in effect, that policy should not allow any range. It is in 
studious management of the generalities that a board enhances both 
its contributions and those of staff. 

Board and staff need as much freedom as possible to perform. 
The board is responsible for creating the future, not minding the 
shop. Chait and Taylor (1989) bemoaned the fact that so much of 
boards’ time is “frittered away on operations” (p. 45), mired in 
minutiae, and thus unavailable for policy and strategy. “Rather than 
do more, boards would be better advised to demand more” (p. 52). 
The staff needs freedom from the board’s friendly intrusions to do 
its work. The board cheats the organization’s potential achievement 
if it constrains too much; it risks cheating standards of acceptable 
conduct if it constrains too little. Proactively setting relatively few 
limits for the CEO increases the freedom of both the board and the 
CEO (Barth, 1992). 
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Summary of Delegation with 
Ends and Executive Limitations 


Figure 5.1 illustrates how board expectations need to be established 
for an organization. I will assume that there is a CEO, but, in any 
event, the board’s instructions are to the operating organization. 
The principle of decreasing ranges of delegated authority (Chapter 
Three), along with the positive nature of ends versus the negative 
nature of executive limitations (Chapters Four and Five), when 
combined, produce a set of directives. 


Figure 5.1. Policy Control of Target and Barriers 
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Note: Although the board must be demanding about the ends to be achieved, it 
can be more permissive in its control of means. As long as the board puts in place 
whatever barriers are necessary to impede imprudent, unethical, or otherwise unac- 
ceptable methods, management can be left free to use whatever means it wishes. 
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In Figure 5.1, the ends are depicted as an archery target toward 
which the CEO, using broad prerogatives, aims in any way that he 
or she sees fit. Of course, the CEO’s prerogatives are not unlimited; 
the barriers that represent Executive Limitations policies block var- 
ious paths toward the ends. One effect of this type of delegation is 
that both board and CEO are very clear about what the target is and 
what the barriers are. Another effect is that vast areas of CEO pre- 
rogatives remain open to staff creativity and innovation. The board 
does not prescribe executive means. If it did, those prescriptions 
would show up in this drawing as windows through which the CEO 
must shoot, thereby shutting off many possible and potentially pio- 
neering methods. 

The concepts of ends and executive limitations are displayed in 
another way in Figure 5.2. The many letters represent uncountable 
staff activities, decisions, situations, circumstances, and methods— 
in short, all the non-ends, operational aspects of the organization. 
The board does not delve into these aspects as individuals, com- 
mittees, or the full board. The board needs to control non-ends 
aspects, of course, but the control takes the form of providing the 
sides and spout of a funnel. The sides stand for the limits of accept- 
ability, beyond which the organization would exceed its authority. 
The spout symbolizes the required effect of all those uncountable 
staff means: producing the right results for the right people at the 
right cost—that is, ends. 

Many persons find one or the other of these visualizations help- 
ful for keeping the concepts in mind. These sketches can be altered 
to demonstrate the adjustable size of board prescriptions and pro- 
scriptions. In Figure 5.1, the central ring of the target can be larger 
or smaller, representing more broadly or more narrowly defined 
ends; each barrier can be wider or narrower, representing more or 
less blocking of executive prerogatives. In Figure 5.2, the sides can 
be closer together or farther apart, signifying a narrower or wider 
range of acceptability; the spout can be more or less restricted, sig- 
nifying more or less tightly defined ends. 
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Figure 5.2. Policy Control of Activities and Outputs 
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Note: The board is freed from concern or involvement in the situations (s), 
activities (a), and decisions (d) of management as long as it is clear about the lim- 
its of acceptability and the ends to be achieved. Failing to produce the prescribed 
ends or acting outside the limits of acceptability invoke a board response, but 
actions consonant with board criteria do not. 


Executive Limitations Policies on the Policy Circle 


Let me again remind you of the policy circle shown in Figure 3.3. 
Figure 5.3 illustrates how a given board might have filled in the 
outer levels of the quadrant depicting staff means. Each board, of 
course, will choose a different level of detail at which to stop, 
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Figure 5.3. Executive Limitations Policies Completed 





Note: The completed Executive Limitations policies cover all possible board 
worries about management means because they begin at the broadest level (which 
covers everything) and extend to the desired level of specificity. At this point, the 
board feels it is safe to say that the CEO is authorized to select any management 
means that are not prohibited by a reasonable interpretation of these policies. 


beyond which the CEO is allowed to make any reasonable inter- 
pretation. The number of policies and their depth in Figure 5.3 
are not intended to portray the right depth or number of policies 
but are only one example among many possibilities. Moreover, 
whatever the depth, number, and content of board policies, the 
board retains the right to change them whenever its wisdom so 
dictates. 


149 


150 BOARDS THAT MAKE A DIFFERENCE 


Next Chapter 


We have examined the brevity and great leverage of Executive Lim- 
itations policies, which are established to ensure that staff action is 
neither imprudent nor unethical. Delegation that is so simple yet 
so powerful, however, assumes a certain kind of relationship 
between governance and management. In Chapter Six, I turn my 
attention to the relationship between the board and its CEO. 


WANT MORE? 


manl 
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Strong Boards Need Strong Executives 
The Board-Executive Relationship 


o single relationship in the organization is as important as that 

between the board and its CEO. That relationship, well con- 
ceived, can set the stage for effective governance and management. 
However, probably no single relationship is as easily misconstrued 
or has such dire potential consequences. 

It is often said that the most important task of a board is the 
choice of a CEO. Although the choice is surely important, estab- 
lishing an effective relationship is just as important. Many good 
CEOs have been rendered ineffective as a result of a poor relation- 
ship with their board. Many poor CEOs have been allowed to re- 
main because of an inadequately designed relationship with their 
board. The relationship I mean is not the interpersonal, social sort 
but the structured affiliation of related jobs. 

To describe an effective relationship, we must attend to the 
board’s job, the CEO’s job, and the connection between them. In 
this chapter, the focus is on the CEO’s job and the link between 
board and CEO. Board policies on empowerment of staff and the 
nature of staff accountability in Policy Governance constitute a cat- 
egory called Board-Management Delegation. In this chapter, I begin 
with a definition of the CEO role and the nature of the account- 
ability and empowerment it implies. Then I deal with the kind of 
information the board needs for responsible oversight of the CEO 
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and what this has to do with the CEO’s performance evaluation. I 
end by discussing how to keep the roles of board and CEO separate 
and complementary. 


Defining a CEO 


Except for a few unique functions of the board, almost all organiza- 
tional activities are performed by staff. Even in relatively small orga- 
nizations, the sheer volume of staff activity would overwhelm a 
part-time board. Furthermore, the myriad interrelationships among 
separate functions in an organization frequently awe even a full- 
time staff. 

Boards ordinarily choose to coordinate these intricate parts by 
employing a CEO to put all the pieces in place. More than a mere 
coordinator, a CEO is accountable for making all the parts come 
together in an acceptable whole. While it is possible for a board to 
link to executive action without a CEO, it makes the job of dele- 
gation—both giving instructions and tracing accountability—far 
more complicated. With a CEO, the board is able to govern by deal- 

WANT MORE? ing conceptually only with the whole and officially only 
1 with the CEO. As the board’s bridge to the staff, the CEO 
Amam] has a role more distinct than merely lead staff member. A 
powerfully designed CEO position is a key to board excellence. It 
enables a board to avoid the intricacies and short-term focus of staff 
management and to work exclusively on the holistic, long-term 
focus of governance. 

Many nonprofit and public organizations have chronic problems 
with the CEO function, either because it is overpowered or because 
it is underpowered. In either event, many of the benefits of having 
a CEO can be lost, as well as much of the board’s opportunity for 
excellence. If a strong CEO causes a board to be weak or if a strong 
board causes a CEO to be weak, the role has been ill designed. 
Many boards unwittingly invite their CEOs to be either manipula- 
tors or Milquetoasts. 
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The policy of the Garden City Community College board titled 
“Delegation to the President” (Exhibit 6.1) expresses the method in 
which power is passed. (This is not their global policy in this cate- 
gory. Their global policy, like many others’, simply states that the 

WANT MORE? single official link between board and staff is the chief exec- 
2 utive, titled president.) Pay particular attention to point 6, 
fia ase wherein the board as a body has limited the rights of its own 
members as individuals to commandeer resources through seemingly 
benign requests for information. This provision is clearly consistent 
with a strict interpretation of the “one voice” philosophy—that is, 

that boards must speak as one, not as individual members. 


Situating the CEO Role Within the Organization 


Understanding how to design an effective CEO function requires us 
first to look beyond the distraction of titles and, second, to grasp the 
peculiar organizational phenomenon of cumulative responsibility. 
The traditions of various pursuits bring with them preferred 
CEO titles, among them superintendent, executive vice president, city 
manager, administrator, headmaster, county executive, president, secre- 
tary general, and executive director. In recent years, there has been a 
trend among some nonprofit agencies to switch from executive direc- 
tor to president. The reasons given are “to be more businesslike” or 
“to adopt the corporate model.” When this name change occurs 
without a change in functions, only the cosmetics have been 
affected. The title itself has no managerial relevance; the function 
is what is important. Chief executive officer, sometimes used as a title, 
is used here to refer to the CEO function, regardless of job title. 
The CEO function can be vested either in the top staff person 
or in the board chair, although the latter option is “rife with ambi- 
guity and complexity” (Lorsch and Maclver, 1989, p. 94). There is 
a long corporate tradition of having one person both chair the board 
and be CEO, though this tradition has reversed in the United King- 
dom. Historically, in business corporations, however, entrepreneurs 


gathered boards around them as their enterprises grew. Even large, 
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Exhibit 6.1. Garden City Community College, Garden City, Kansas 
Board-Management Delegation Policy 
“Delegation to the President” 





All board authority delegated to staff is delegated through the president 


so that all authority and accountability of staff—as far as the board is 


concerned—is considered to be the authority and accountability of the 


president. 


1 


. The board will direct the president to achieve certain results for cer- 


tain recipients, at a certain cost through the establishment of Ends 
policies. The board will limit the latitude the president may exercise 
in practices, methods, conduct, and other “means” through the es- 


tablishment of Executive Limitations policies. 


. As long as the president uses any reasonable interpretation of the 


board’s Ends and Executive Limitations policies, the president is 
authorized to establish all further policies, make all decisions, take 
all actions, establish all practices, and develop all activities. 


. The board may change its Ends and Executive Limitations policies, 


thereby shifting the boundary between board and president domains. 
By doing so, the board changes the latitude given to the president. 
So long as any particular delegation is in place, the board members 
will respect and support the president’s choices. 


. Only decisions of the board acting as a body are binding upon the 


president. 


. Decisions or instructions of individual board members, officers, or 


committees are not binding on the president except in rare circum- 
stances when the board has specifically authorized such exercise of 
authority. 


. In the case of board members or committees requesting information 


or assistance without board authorization, the president can refuse 
such requests that require—in the president’s judgment—a material 


amount of staff time or funds or are disruptive. 
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publicly held corporations often operate with a friendly circle cen- 
tering on the chair-CEO combination. Standard practice or not, 
some have long recognized the conflict of interest this method pre- 
WANT MORE? sents (Geneen, 1984). More recently, a number of corpo- 
3 rate governance writers have pointed out the vast difference 
fits} between the roles and the difficulty of one person fulfilling 
them both simultaneously. A more extensive argument for separate 
roles in Policy Governance terms is made in my book (coauthored 

with Caroline Oliver) Corporate Boards That Create Value. 

Clearly, nonprofit and public organizations are best served when 
they vest the chair function and the CEO function in separate per- 
sons. The CEO holds final authority “outside of the broad powers 
held by the board. To invest this final authority in the hands of a 
part-time board member would seem inappropriate” (Fram, 1986). 
Regardless of the board’s choice in positioning the CEO function, 
it is necessary for managerial integrity that a board clearly use one 
method or the other and not wander back and forth, with the top 
staff person sometimes reporting to the board chair and sometimes 
not. If the top paid executive must get the approval of the board 
chair or is seen as being supervised by the board chair, then the 
board chair is the de facto CEO. 

Some boards state in their bylaws that the board chairperson is 
CEO yet operate as if the paid executive performs that role. On the 
other hand, some boards clearly state that their paid executive is 
CEO but allow the board chairperson to play that role as he or she 
sees fit. Such caprice in a critical relationship is damaging to an 
effective board-staff linkage. Still other boards hold the executive 
responsible to the board treasurer, the chairperson, and several com- 
mittees (most notably, the executive committee). Such a situation 
gravely confounds the relationship. A board-CEO relationship is 
weakened when it is allowed to become an officers/committees/ 
board—CEO relationship. 

For board and CEO peace of mind, it is very important to define 
the board and CEO functions as simply as possible. The CEO’s only 
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accountability should be to the board as a body, not to officers of 
the board nor to board committees. This prescription does not pre- 
vent interaction between the CEO and committees or individuals 
as long as the CEO is instructed and judged only by the board as a 
whole. Board process and structure must be in harmony with that 
wholeness. 

Being held accountable to the full board for organizational per- 
formance is a distinct characteristic of the CEO function. That 
accountability is an accumulation of responsibilities in the staff. 
Upward accumulation of responsibility is a key phenomenon in 
describing the executive’s job, the board’s job, and the relationship 
between board and non-CEO staff. 


Accountability as Cumulative Responsibility 


Each individual is responsible for his or her own behavior. When 
individuals come together in organizations, they are still fully 
responsible for their own behavior. Supervisors, too, are responsi- 
ble for their own personal contributions and compliance, but they 
are also responsible for the behavior of their subordinates. Supervi- 
sors have, then, two kinds of responsibility: direct or personal 
responsibility, similar to that of any other individual, and cumula- 
tive responsibility, which accrues upward from the bottom of the 
organization. 

In designing hierarchical relationships, jobs, and performance 
evaluation, boards must treat these two types of responsibility in dif- 
ferent ways. I assign the word accountability to the responsibility that 
accumulates upward. Therefore, each manager is responsible for his 
or her own job contributions and compliance and is also account- 
able for the total contributions and compliance of his or her team, 
however extensive that team might be. (These words are open to 
other definitions, of course, but this distinction will be the one used 
in this text and typically in other Policy Governance writings.) The 
accountability burden increases as one goes up the organizational 


ladder, though responsibility may not. In other words, the personal 
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job responsibility of the CEO may not be more difficult than that 
of the manager of word processing, but the CEO is encumbered with 
far more accountability. 

From the board’s point of view, the important lesson is that the 
board’s relationship with the CEO be formed by the accountability of the 
CEO position, not its responsibility. In other words, the board need 
not be concerned with what job responsibilities fall to the CEO. 
The board’s concern is confined to what it holds the CEO account- 
able for. 

By the definitions just given, the CEO is accountable for no less 
than the entire product and behavior of the organization. That 
means everything except the board and its functions. And the CEO 
is accountable to the board as a body. This seems straightforward 
enough, but consider the implications: 


The board has only one employee. For most official purposes, the 
board has only one employee, the CEO. The CEO has all the rest. 
If something goes wrong in the organization (for example, a failure 
in producing ends or a violation of the board’s executive limita- 
tions), there is only one person at whom the board can point. The 
CEO is no less accountable to the board for the actions of the most 
distantly removed staff member than for his or her own direct 
actions. Everything is part of the CEO’s accountability package. The 
board needs no official connection with staff members except at the 
CEO’s behest. 

The CEO’s work is immaterial. The CEO is accountable for see- 
ing that the entire enterprise meets board expectations. His or her 
personal work is only a single component of that performance. The 

WANT MORE? working job description of a CEO (what he or she actually 
4 contributes personally) is not for the board to decide and 
Saml certainly not for the board to use in evaluating CEO per- 
formance. The skills sought in a CEO are those associated not with 
responsibility but with accountability. For example, grant writing, 


plant maintenance, and accounting are not the point. Executive 
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job design, leadership, strategic organization, and setting a climate 
of creative achievement are. 

Board members and the CEO are colleagues. The relationship 
between the CEO and any individual board member is collegial, 
not hierarchical. Because the CEO is accountable only to the full 
board and because no board member has individual authority, the 
CEO and board members are equals. The relationship between 
the CEO and the board chairperson should be one of supportive 
peers as well. They are not hierarchically related, because to be so 
would shift the CEO function to the chairperson. 


The job of the CEO is to work whatever magic it takes to ensure 
an acceptable amount, type, and targeting of benefits in prudent and 
ethical ways. To shoulder this much accountability, a strong CEO 
is needed. Some boards are reluctant to empower the CEO to this 
extent. Their reasons vary from being unwilling to let go of the 
strings on decision making to being unwilling to burden CEO and 
staff with such momentous decisions. But if the board delegates less 
authority, it must constantly forsake strategic leadership to make 
tactical decisions. 

Leadership is being cheated in either case. As for burdening staff, 
in most cases, staff members work no more in making decisions than 
they already do in almost making decisions—for example, in writ- 
ing recommendations or providing support to board committees. 
Staff members will not perceive the right to make choices as a 
weight but as an energizing boost. Jane H. Adams, executive direc- 
tor of the California Park & Recreation Society, Sacramento, states 
that the model “has empowered staff tremendously” and results in 
“a greater sense of accountability for staff as well.” 

Boards would do well to discard the traditional distinction of 
“day-to-day management” in describing the CEO’s purview. Does 
this imply that the board’s job is “month-to-month”? If so, both the 
board and CEO are working dangerously close to their noses. 
The board should be looking years ahead, and the CEO should usu- 


ally look ahead almost as far, except perhaps in quite small organi- 
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zations. Day-to-day management is not the CEO’s task; even when 
meant symbolically, this description misleads more than helps. 

The CEO role is sufficiently different from that of both board 
and staff that the common two-role relationship between gover- 
nance and operations (board-staff) would be better conceived as a 
three-role phenomenon (board-CEO-staff). In a formal sense, the 
CEO role insulates the staff from the board and the board from the 
staff. However, the insulation does not rigidly prohibit contact 
between board and staff members. On the contrary, those very hu- 
man connections are never problematic if the formal roles are clear. 
The rule is merely that the board can never direct or judge staff per- 
formance, though it may impose as many requirements on its CEO 
as it deems fitting. 

Because of its summative nature, a list of CEO job contributions 
(not job activities) is the simplest in an organization: the CEO is 
accountable to the board of directors for (1) achieving Ends poli- 
cies and (2) not violating Executive Limitations policies. 

This is the long and the short of the job. The CEO neither takes 
over board prerogatives nor stands meekly aside while the board 
does staff work. The CEO position is as invested in having a strong 
board as in having a free hand. It is a function that, being strong, 
can afford to bid both board and staff to grow. 

This highly focused CEO job description is true only when the 
board does its job. The board’s desires must be clear to both board 
members and the CEO. As many CEOs have discovered, if you do 
not know what the board wants, it may be impossible to please it. 
The reverse is also true. Boards that lack standards and systematic 
monitoring are not displeased when they should be. 


Monitoring Executive Performance 


With the board operating at arm’s length from operations and del- 
egating so much authority to the CEO, how can it know that its 
directives are being followed? Boards receive much information, 


only some of which is for monitoring purposes. Boards commonly 
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fail to distinguish among classes of information and, thus, cloud the 
question of monitoring. It is helpful to separate information into 


three types. 


Types of Information 


Decision information. Decision information is information the board 
receives to aid it in making decisions—for example, to select a bud- 
get policy from among alternative positions, to decide on an 
approach to use for the governing process itself, or to establish the 
qualities it desires in a new CEO. This type of information is used 
solely to make board decisions. It is not judgmental. It is prospec- 
tive in that it looks to the future. 

Monitoring information. Monitoring information is used to gauge 
whether previous board directions found in Ends and Executive 
Limitations policies have been satisfied. It is judgmental. It is ret- 
rospective in that it always looks to the past. Good monitoring 
information is a systematic survey of performance against criteria. 
In being aimed at specific criteria, it is more like a rifle shot than a 
shotgun blast. It does not demand “Tell us everything” but requests 
“Tell us this, this, and that.” 

Incidental information. Information that is used neither to make 
decisions nor to monitor falls into the incidental information cat- 
egory because it has no governance utility. It often masquerades 
as monitoring information. Thus, boards may hear staff reports, 
read lengthy documents on activities, or even scrutinize perfor- 
mance, but lack criteria against which to judge the information 
received. Such conscientious activity creates the illusion that the 
board is effectively monitoring performance. Even the revered 
monthly or quarterly financial report stands indicted here. To the 
extent that the criteria against which the financial report is judged 
are not obvious, it yields incidental rather than monitoring infor- 
mation. Boards do, indeed, get smarter in a scattered kind of way, 
but they wallow in information rather than use it to monitor. I 
have found that the majority of information received by boards is 
of this type. 
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A common board member folly is to want to “know everything 
that is going on.” Boards can be dragged through tiring information 
because a few members think it is their duty and therefore subject 
the entire board to their specific list of operational interests. Al- 
though this thirst can never be quenched, their boards consequently 
do review and dabble in much staff activity. Ironically, spending so 
much time in this impossible attempt to learn all that is going on 

WANT MORE? interferes with really knowing how their organizations are 
5 doing. First, boards that are awash in staff material have lit- 
Mim aml} tle time to create the policies at the outset that will serve 
as criteria. Second, even if boards had such policies, the endless 
stream of data is largely immaterial to a focused, rigorous compari- 
son of performance against criteria. Flailing in irrelevant information 
can be raised to an art form by committee reports and show-and- 

tell agendas. 

But all this is not to say there is something wrong with inciden- 
tal information. In itself, it is harmless and can even help board 
members get a personal feel for the organization. The grave trap in 
incidental information is that the board may delude itself that the 
need to do rigorous monitoring has thus been satisfied. 


Criteria for Monitoring 


Monitoring is often used to mean “following along” or “watching.” 
We might monitor the room temperature, enemy troop movements, 
or the status of proposed legislation. Those are legitimate uses of the 
word. But in Policy Governance, monitoring can never mean “fol- 
lowing along,” however attentively. In Policy Governance, the word 
monitoring always means a comparison of reality to policy. In other 
words, if there is no stated expectation, there can be no monitor- 
ing. Hence, as an example, the typical board’s review of financial 
statements does not rise to the level of Policy Governance moni- 
toring because data are not being compared to previously stated 
board expectations. 

Good monitoring is necessary if a board is to relax about the pre- 
sent and get on with the future. Preestablished criteria are required 
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for good monitoring. Setting criteria ahead of time is so critical to 
good governance that I will dwell for a moment on why criteria are 
necessary and then on how setting criteria in a two-step process 
prior to monitoring taps board wisdom more effectively than sim- 
ply letting criteria emerge while reviewing a document. 

First, preestablished criteria save board time. Each act of judg- 
ing will take more people and more time if the criteria are unclear. 
Boards can rush through the process with little real inspection, of 
course, but if rubber-stamping is to be avoided, each judging action 
will consume material board time. Very little more time is needed 
to establish the range of acceptability, after which assessing perfor- 
mance or plans is an easy task of comparison with these preestab- 
lished criteria. The real work is at the front end; savings accrue 
thereafter. The board avoids the continuing start-from-scratch 
approval struggle that exists when criteria are unstated. 

Second, criteria save staff time. Time is lost when staff proposals 
are based on considerations later found to be unacceptable. In many 
cases, boards so routinely approve staff plans and reports that rejec- 
tion is not a realistic worry. Even under such rubber-stamp conditions, 
staff time is often spent dressing up the report or proposal to ensure 
that the ritual is smooth. A great deal of ingratiating manipulation 
of boards has been known to occur during this process. 

Third, board judgment of managerial performance is simply not 
fair without criteria. Many CEOs have received unearned harsh 
judgment from boards whose values became clear only after execu- 
tive initiative had been taken. Such boards find it easier and safer 
to shoot down staff action than to struggle with and declare their 
own values at the outset. 

Fourth, a board does a far more creditable job of judging staff 
performance if it does so in two distinct steps rather than one. In 
the common one-step approach, a board judges without preestab- 
lished criteria; individual board members use idiosyncratic criteria 
and share their yes-or-no responses; and totaling all the yes-or-no 
responses yields an official board action. Such a vote records the 
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summary of individual judgments against individual criteria. From 
such a process, it is tricky to infer the board’s aggregate values. 
Group judgment on the exact criteria cannot be gleaned from mere 
recounting of comments and arguments because the criteria so 
inferred merely constitute a laundry list of individual expectations. 
In other words, after an approval, no one knows what the unstated, 
relevant criteria were! 

A two-step process leads to a far better product. Board members 
debate and decide at the outset the group values that will be codi- 
fied in Ends and Executive Limitations policies. The only judgment 
that takes place in monitoring is whether actual performance 
matches a reasonable interpretation of the preestablished criteria. 
Each board judgment is no longer a new ball game but a continua- 
tion of a clarifying process in which board values are increasingly 
well represented in policy language. Monitoring is simpler because 
the value issues have already been resolved in the creation of the 
policy. Comparing monitoring information against the policy can 
then be made into a rather mechanical, routinized process. With 
monitoring thus systematized, the board can be more certain that 
monitoring is diligent, even without squeaky wheels or crises to 
compel its attention. Such systematic assurance that things are not 
going awry is less likely to be incomplete due to board fatigue or dis- 
traction, is more fair to all concerned, is more likely to engage the 
board in an appropriate level of thinking, and, conversely, is far less 
likely to engage board members in trivia. 


Incorporating the Reasonable Interpretation Rule 


Monitoring, then, is the systematic, data-based determination by 
the board that organizational performance complies with a rea- 
sonable interpretation of prestated board expectations. Those 
expectations are expressed in the board’s Ends and Executive Lim- 
itations policies. In this text, I will not dignify the scattered, non- 
criteria-based process of conventional board operation with the 


term monitoring, so when I use the word, the reader can be sure 
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I mean the rigorous, data-based, policy-driven process of Policy 
Governance. 

Monitoring, then, has two distinct components. First, the CEO 
must demonstrate to the board that he or she has used a reasonable 
interpretation of the board’s policies. Second, the CEO must pro- 

WANT MORE? Vide evidence that the interpretation has been fulfilled. So 
6 the justification of the CEO’s interpretation is an essential 
amam] component of monitoring. The monitoring information can 
be found by the board to be unsatisfactory based either on an inter- 
pretation the reasonableness of which is not demonstrated or on 

data about performance that are not convincing. 

Incidentally, it is recommended that the board make its decision 
about the reasonableness of the CEO’s interpretations at the time 
of monitoring rather than earlier. Although this may seem coun- 
terintuitive, there are a number of reasons for a board to avoid what 
would amount to a prior approval of interpretations. The rationale 
is spelled out in Reinventing Your Board (Carver and Carver, 1997c; 
revised edition scheduled for 2006), which includes a more step-by- 
step explanation of this and other implementation practicalities. 

Although the specifics of monitoring reports are dealt with more 
extensively in Reinventing Your Board, the format of reporting sim- 
ply follows the logic. In a clear sequence and as briefly as possible, 
the CEO (1) repeats the words of the relevant subsection of board 
policy (for board members’ convenience), (2) gives the board his or 
her interpretation along with the reason the board should find it 
reasonable, then (3) cites data to verify that the interpretation has 
been fulfilled. Omitting any one of these components makes it dif- 
ficult or impossible for board members to know whether a reason- 
able interpretation of board expectations has been met. Obviously, 
this kind of criterion-specific, data-based reporting is vastly differ- 
ent from the typical submission of standardized reports. 

Improper monitoring can prove the downfall of a board’s com- 
mitment to use Policy Governance correctly. But done according 
to the rules laid down here, it yields fairness, rigor, and board free- 
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dom from the rambling attempts typically used to ensure executive 
accountability. “If some traditional boards think Policy Governance 
does not provide staff accountability, just speak with our executive 
director about the monitoring reports that must be submitted to the 
board,” invited the board president of the North Bay (Ontario) and 
District Association for Community Living, Robert Fetterly. The 
pointedness of monitoring in Policy Governance reveals most tra- 
ditional board monitoring as little more than wandering around in 


the presence of data or personal assurances. 


Methods of Monitoring 


If the board adopts the discipline of monitoring only what it has 
already addressed in policy, its anxiety will drive it to develop all 
the policies needed. “If you haven’t said how it ought to be, don’t 
ask how it is” describes the principle that forces a board to monitor 
instead of meander. The board can then monitor each policy how- 


ever frequently it desires by one or more of three methods: 


1. Executive report. The CEO makes available a report that 
directly addresses the policy being monitored. Unlike the common 
type of staff report, it is geared to a specific board policy. Monitor- 
ing of the financial condition of an organization, for example, would 
not manifest as the standard balance sheet and income statement. 
It would, instead, go point by point through the unacceptable 
actions and circumstances spelled out in the board’s policy on finan- 
cial condition. Because the report relates so directly to policy lan- 
guage, no additional explanation is needed. Staff compliance or 
violation should be evident at a glance. It is the CEO’s responsibil- 
ity to produce data that enable a majority of the board to feel rea- 
sonably assured of adequate performance. 

2. External audit. The board selects an external resource to mea- 
sure staff compliance with respect to a specific policy. It is impor- 
tant that the external party assess performance against the CEO’s 
interpretation of the board’s policy. If the external person judges 
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against his or her own standards, the resulting assessment confounds 
monitoring and decision information. Financial auditors are the 
most common example of this method, but external audits need not 
be confined to financial issues. 

3. Direct inspection. The board assigns one or more board mem- 
bers to check compliance with a specific policy. Infrequently, the 
board as a whole might perform this inspection. Direct inspection 
might require an on-site visit or inspection of a staff document. This 
monitoring method should not be used unless the board role and 
discipline are in excellent order, lest it deteriorate into meddling. 
Board members involved have no authority to direct anyone, nor 
may they make judgments on any basis but the literal policy. 


The “Monitoring Executive Director Performance” policy shown 
in Exhibit 6.2 was produced by the board of Missions Resource Net- 
work, headquartered in Bedford, Texas, to ensure systematic assess- 
ment of the organization’s performance. Note that the board chose 
to monitor their Financial Condition and Activities policy with two 
separate methods and frequencies. The board had not completed its 
Ends category of policies when this policy was created, so point 4 
in their policy shows monitoring scheduled only for Executive Lim- 
itations policies. Ends policies will be added to this list as they 
develop. 


The CEO’s Evaluation 


The CEO’s only job is to make everything come out right! That 
translates into achieving the board’s Ends policies and not violat- 
ing its Executive Limitations policies. This is exactly what the board 
expects of the organization as a total entity. Organization perfor- 
mance and CEO performance are the same. Evaluation of one is 
evaluation of the other. Accountability can be gravely damaged 
when the two are viewed differently. 

Monitoring organizational and executive performance is a con- 


tinual process. The board may wish to punctuate this continuity 
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Exhibit 6.2. Missions Resource Network, Bedford, Texas 
Board-Management Delegation Policy 
“Monitoring Executive Director Performance” 





Systematic and rigorous monitoring of Executive Director job per- 
formance will be solely against the only expected Executive Director 
job outputs: organizational accomplishment of board policies on Ends 
and organizational operation within the boundaries established in 
board policies on Executive Limitations. 


Accordingly: 


1. Monitoring is simply to determine the degree to which board pol- 
icies are being met. Information that does not do this will not be 


considered to be monitoring information. 


2. The board will acquire monitoring data by one or more of three 
methods: 


A. by internal report, in which the Executive Director discloses 
compliance information, along with his or her justification for 


the reasonableness of interpretation; 


B. by external report, in which an external, disinterested third party 
selected by the board assesses compliance with board policies, aug- 
mented with the Executive Director’s justification for the reason- 


ableness of his or her interpretation; and 


C. by direct board inspection, in which a designated member or 
members of the board assess compliance with policy, with access 
to the Executive Director’s justification for the reasonableness of 


his or her interpretation. 


3. In every case, the standard for compliance shall be any reasonable 
interpretation by the Executive Director of the board policy being 
monitored. The board is the final arbiter of reasonableness, but will 
always judge with a “reasonable person” test rather than with inter- 


pretations favored by board members or by the board as a whole. 


4. All policies that instruct the Executive Director will be monitored 
at a frequency and by a method chosen by the board. The board can 
monitor any policy at any time by any method, but will ordinarily 
depend on a routine schedule. 


(contd) 
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Exhibit 6.2. Missions Resource Network, Bedford, Texas 
Board-Management Delegation Policy 
“Monitoring Executive Director Performance,” Cont’d 








Policy Method Frequency 

Treatment of Beneficiaries Internal Annually (September) 
Treatment of Donors Internal Annually (September) 
Treatment of Staff Internal Annually (September) 
Financial Planning Internal Quarterly (end of quarter) 
and Budgeting 

Financial Condition Internal Monthly (end of month) 
and Activities External Annually (end of year) 
Asset Protection Internal Annually (September) 
Endowed Funds Internal Quarterly (end of quarter) 
Emergency Executive Internal Annually (September) 
Succession 

Compensation and Benefits Internal Annually (September) 
Communication and Direct Annually (September) 
Support to the Board inspection 

Ends Focus of Grants Internal Annually (September) 


or Contracts 





with an annual CEO performance appraisal, even though a case can 
be made that the regular monitoring system is the CEO’s evalua- 
tion. Periodically summing all the intervening monitoring judg- 
ments into a formal CEO evaluation is fine as long as the board 
understands that the ongoing monitoring is even more important 
and certainly exerts the greatest effect on organizational perfor- 
mance. Periodic evaluations are no more than summaries of the 
ongoing evaluation, since adding other criteria at the annual 
appraisal would be both unfair and managerially sloppy. 
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There are three common ways in which boards add superfluous 
evaluative criteria. First, some boards allow unstated expectations to 
be part of the evaluation. These are criteria that the board might 
have chosen to include in its policies but did not. If a single board 
member is doing the evaluation, these unstated expectations might 
well be those of that board member alone. Second, one of the many 
generic personnel evaluation forms that can always be found in cir- 
culation might be used. Third, CEO performance might be compared 
against personal objectives that the CEO himself or herself originally 
proposed. In this case, the board is inappropriately judging its CEO 
against his or her criteria rather than the board’s. These three extra- 
neous standards of performance seriously weaken the powerful syn- 
onymity between board policies and CEO accountability. 

Any forms developed for CEO appraisal must reflect the single 
source of evaluative data. I have seen school boards create citizen 
forces to design a superintendent evaluation, an action that is irre- 
sponsible to the public as well as to the CEO. If the boards did their 
job, such games with evaluation would be unnecessary. The only rel- 
evant questions are the following: What did we charge the organiza- 
tion to accomplish? What did we prohibit the organization from 
doing? How did the organization do against only those criteria? The 
answers to those questions constitute the CEO’s evaluation. The board 
should seek public help to create policy criteria at the outset but not 
to bail the board out for not having done its job in the first place. 

The importance of limiting CEO evaluation to the criteria rep- 
resented by board policies on ends and executive limitations is so 
great as to merit repetition. It is common for boards to indulge 
their (or their CEO’s) need to assess CEO skills and personality. To 

WANT MORE? be sure, CEOs, like anyone else, have areas that need im- 
7 provement. It is to their benefit for them to seek the help 
a | of knowledgeable advisers and to continue their education 
and development. But if, commendably, they do so and ends are 

not achieved or executive limitations not observed, why should 

they earn points for self-improvement efforts? On the other hand, 
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if they do no self-development but achieve the ends and observe 
the executive limitations, why should they be penalized? The pur- 
pose of evaluating the CEO is not to become the CEO’s coach. In 
fact, it is best for the board not to think of itself as evaluating the 
CEO at all. It should evaluate the organization based on relevant 
board policies and pin that evaluation on the CEO. 

Evaluating the CEO seeks to ensure that board values are truly 
in place. The great utility in CEO performance appraisal derives 
from its being integrated with the board’s policy fabric and with the 
concept of accountability—that is, cumulative responsibility. 
Because of this integral dependence on preestablished criteria, it is 
impossible for the board to evaluate the CEO when its own job has 
not been done. 


Keeping the Roles Separate 


Without a clear difference in job contributions, the board becomes 
staff one step removed. It is not unusual for a board to see its job as 
perched on top of staff jobs. It’s no wonder, then, that boards have 
problems distinguishing their decision areas from those of their 
CEOs! The effective board relationship with an executive is one that 
recognizes that the jobs of board and executive are truly separate. 
Effectiveness calls for two strong, totally different responsibilities. 
Either party trying to do the other’s job interferes with effective oper- 
ation. It is not the board’s task to save the CEO from the responsi- 
bilities of that job, nor is it the CEO’s task to save the board from 
the responsibilities of governing. Further, it must always remain clear 
who works for whom. The board can respect, even revere, the CEO’s 
skills, commitment, and leadership yet never slip subtly into acting 
as if the board works for him or her. 

Two commonplace events in the board-CEO relationship 
deserve a closer look, each representing a clouding of role distinc- 
tion: (1) executive recommendations to the board and (2) board 
involvement in executive plans and practices. 
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Recommendations by the Executive 


Boards often wait for executive recommendations before they make 
a move. Some even believe that to do otherwise is either foolhardy 
or a repudiation of the CEO. As long as boards deal predominantly 
with staff-level material and decisions, their instincts about this mat- 
ter are correct. It would be improper for the board to make such deci- 
sions on its own. But if we clear all staff issues from the board’s agenda 
and are left with only those that truly belong to the board, the sce- 
nario changes significantly. Now the same behavior shows up as the 
ostensible leaders waiting for the CEO to tell them what to do next. 
What the CEO wants the board to do may be of interest and may 
even have some legitimate influence, but it is surely not the driving 
force of good governance. 

Current practice is a confounding, then, of two errors. First, 
boards deal so predominantly with low-level issues that the CEO’s 
not having a controlling influence would be foolish. Second, boards 
often avoid confronting genuine governance decisions by falling 
back on executive recommendations. When it comes to the long- 
term, visionary, strategic import of an organization, asking the CEO, 
“What do you want us to decide?” is not the language of leaders. 

To help the board develop more integrity in leading, the CEO 
would do better not to bring the board any executive decisions. 
And for governance decisions, he or she can assist the board most 
not by making recommendations but by helping to develop pol- 
icy options and their various implications. The CEO might also 
make spokespeople available to the board for the various policy 
alternatives. In this manner, the board’s choice is truly the board’s 
choice—a substantive involvement with not a hint of rubber- 
stamping. The vitality of the process engages the board at an 
appropriate level. Board members become more aware of the im- 
portant currents affecting the organization’s fortunes and future. 
Members leave the board meeting knowing they have been doing 
the board’s rather than the staff’s work. This more alive and 
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meaningful board work will inevitably have a salutary effect on 
the quality of management. 


Intrusions by the Board 


Making staff decisions trivializes the board’s job, disempowers staff 
and interferes with their investment in their work, and reduces the 
degree to which the CEO can be held accountable for outcomes. 

Boards make staff-level decisions through any number of single 
motions: to hire someone, to award the painting contract to a cer- 
tain contractor, to change a certain personnel rule, to switch funds 
from one budget line to another, to purchase a certain computer sys- 
tem, to purchase new tires for the van, and so on to a level far below 
strategic leadership. Boards are often inexplicably unwilling to allow 
their CEOs to make decisions that are competently and routinely 
handled by many persons in their daily lives. I have seen boards 
entrust a multimillion-dollar organization to a CEO, then prohibit 
that person from making expenditures greater than $25,000! 

Exhibit 6.3 illustrates some concrete actions in which a board 
should engage and some in which it should not. Decision authority 
that is retained versus that which is delegated is roughly equivalent 
to the common terms hands on and hands off, though the board must 
safeguard its authority over both. Hands on and hands off also cor- 
respond to the definitions of responsibility and accountability that were 
explained earlier in this chapter. 

In addition to the approval process discussed in Chapter Three, 
boards also intrude into management by trying to help or advise 
staff in operational areas. Whether given by individuals, commit- 

WANT MORE? tees, or the whole board, advice to staff from the governors 
8 often is confused with direction. In such cases, staff mem- 
| bers have to exercise their diplomatic skills to maintain 
social graces while safeguarding the integrity of delegation. There- 
fore, when board members volunteer to do jobs for which the CEO 
is accountable, it is mandatory that they come under the control of 
the CEO. The board may not responsibly allow individual members 

to jeopardize an unambiguous board-staff role distinction. 
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Exhibit 6.3. Hands-On Versus Hands-Off Tasks for the Board 








[fi oni 


Hands On! 


Examples of What the Board 
Should Do Hands On 


e Set the board’s work plan and 











agenda for the year and for each 
meeting 
e Determine board training and 


development needs 


Attend to discipline in board 
attendance, following bylaws 
and other self-imposed rules 


e Become expert in governance 


Meet with and gather wisdom 
from the ownership 

Establish the limits of the CEO’s 
authority to budget, administer 


finances and compensation, 
establish programs, and other- 


wise manage the organization 


e Establish the results, recipients, 
and acceptable costs of those 
results that justify the organi- 
zation’s existence 

e Examine monitoring data 
and determine whether the 
organization has achieved a 
reasonable interpretation of 


board-stated criteria 


Managing 
the 
Sie 





Hands Off! 


Examples of What the Board and 
Its CGO* Should Keep Hands Off 


e Establish services, programs, 


curricula, or budgets 


e Approve the CEO’s personnel, 
program, or budgetary plans 

e Render any judgments or 
assessments of staff activity 
for which no previous board 
expectations have been stated 


e Determine staff development 
needs, terminations, or 


promotions 


e Design staff jobs or instruct any 
staff member subordinate to the 
CEO (except when the CEO 
has assigned a staff member to 


some board function) 
e Decide on the organizational 
chart and staffing requirements 


e Establish committees to advise 
or help staff 


*The term CGO, introduced in 
Chapter Three, is roughly equivalent 
to chair. 
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Not only the CEO but other staff members are eager to make 
decisions and to perform. As individuals, they, like the CEO, are 
not hierarchically related to individual board members. Nonethe- 
less, it would be naive to maintain that the disparity in social power 
that sometimes exists between board members and staff members 
can be entirely overlooked, although organizational culture can 
minimize and often even eliminate its effects. Taking explicit care 
in the definition of roles makes it possible for anyone to talk with 
or elicit wisdom from anyone with no harmful effects on the chain 
of command. People operate better when they are not bound by 
rigid channels of human contact. Having the right kinds of rules 
enables the board to get the most out of staff without forgoing the 
very human need for free communication. 

The board has a stake in obtaining the most return on what a CEO 
costs. Return on CEO is greatest when the CEO’s decision power is 
used to the fullest—bounded, of course, by the board’s interpretation 
of its own accountability. It is in the board’s interest to have a power- 
ful CEO. But the board would be irresponsible if it allowed even daz- 
zling CEO decision making to take the organization in a direction the 
board did not desire or to foster activity the board considered uneth- 
ical or imprudent. If a board establishes the ends it wants and the 

WANT MORE? means it does not want, it optimizes both CEO power and 
9 board power simultaneously. The board’s confidence increases 
Sool as its fatigue decreases. The CEO’s freedom to make decisions 
increases as the limitations on that freedom are made explicit. The 
concept of return on CEO becomes, by extension, return on person- 

nel, which is usually the largest single outlay of nonprofit and public 
resources. Even a minor improvement in this return benefits ends 
accomplishment in one year more than most boards have contributed 


by involvement in details in their entire history. 


Mutual Expectations 


The board and its CEO constitute a leadership team. Their contri- 
butions are formally separable. When clearly differentiated, the two 
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roles can be supportive and respectful of each other. John Fitzpatrick, 
trustee for the Austin (Texas) Independent School District, speaks 
of “a stable Board-Superintendent relationship . . . an ideal struc- 
ture and vehicle to enable our Board, District and staff to be effec- 
tive.” As in sports, the team functions only as long as the positions 
are clearly defined at the outset. 

Teamwork is not the blurring of responsibilities into an undif- 
ferentiated mass. The foremost expectation of mutual support is that 
each person remain true to his or her peculiar responsibility. The 
CEO must be able to rely on the board to confront and resolve 
issues of governance while respectfully staying out of management. 
The board must be able to rely on the CEO to confront and resolve 
issues of management while respectfully staying out of governance. 
Policy Governance, according to Jacques Gerards, CEO of the 
Dutch Association of Governors in Health Care, Zoetermeer, The 
Netherlands, “gives governing bodies and CEOs a clear insight in 
their mutual relationship and in their distinct responsibilities.” 

Each can reasonably expect the other to exhibit leadership. If 
the board’s job is well designed, board leadership is simply a mat- 
ter of fulfilling that job with the vision and integrity of servant- 
leadership. But the quality of the design is paramount. Vision, 
values, and strategic mentality must be integral to the position. 
The CEO’s leadership has two components. The CEO must influ- 
ence an organizational culture in which the organization’s impacts 
on the world are at least up to board expectations. In addition, 
though it should not be a requirement of his or her job, the CEO 
has the opportunity to influence the board toward greater integrity 
and capability for strategic leadership. Pressing, cajoling, and even 
embarrassing a board toward greater integrity are far greater gifts 
than pressing, cajoling, and embarrassing it toward specific con- 
tent recommendations—that is, getting the board to give the 
CEO what he or she wants. It is difficult for a CEO to do the lat- 
ter without sacrificing the former. A leader will choose the former 
path. 
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The board has the right to expect performance, honesty, and 
straightforwardness from its CEO. Boards can at times be under- 
standing about performance deficiencies but should never bend an 
inch on integrity. The CEO has the right to expect the board to 
make the rules clear and then play by them. He or she has the right 
to expect the board to speak with one voice, despite the massive 
currents that flow within the board’s constituencies. And the CEO 
has the right to expect the board to get its own job done. Frank 
Branca, Chairman of the board of directors of Digital Federal Credit 
Union in Marlborough, Massachusetts, believes that his board’s use 
of Policy Governance “has allowed our Board and Management to 
optimize [those] individual and collective responsibilities.” 

Policy Governance was not designed for CEOs’ benefit (nor, for 
that matter, board members’ comfort) but for the effective exercise of 
owners’ authority over that which they own. Nevertheless, CEOs 
who want to perform, who have no need to control the boards they 
work for, and who are not put off by the accountability that comes 
with real decision making have much to gain from Policy Gover- 
nance. Not only are they given genuine chief executive authority, but 
they are protected against the unnecessary risks that poor governance 
frequently imposes. CEOs’ careers have been damaged by failing to 
please a board that does not speak with one voice. They have been 
subject to criticism—sometimes publicly—from board members based 
on individual members’ criteria that were never agreed to by the 
board as a whole. They have been unfairly evaluated on expectations 
that the whole board agrees on but never actually stated. They have 
been abandoned to ownership condemnation, even though the 
board’s position should be between the ownership and the CEO. 
Their managerial skills have frequently been stultified by boards that 
are determined to have committees on every important managerial 
issue. When great authority is wielded with an inadequate process, 
good people can cause much injury. Boards composed of kind and 
generous individuals can, as official groups, be unkind and hurtful. 
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The Management Sequence 


This text is concerned with the theory and practice of governance, 
not management. There is no need here, then, to trace in detail 
what occurs between the creation of Ends and Executive Limitations 
policies and the board’s receipt of monitoring data on those policies. 
In brief, the normal sequence for a management whose board is using 
Policy Governance is as follows: The first step is that the CEO, using 
whatever resources are available (frequently other staff or outside 
experts), arrives at an interpretation of the policies he or she is con- 
fident can be shown to be reasonable. The CEO then assigns the 
accomplishment of parts of the task to various staff, using delegation 
skills that are normal in management. As time goes by, the CEO sees 
to any coaching, discipline, reassignments, or other midcourse cor- 
rections deemed necessary. As the time for monitoring approaches, 
the CEO sees to it that credible data are gathered to present to the 
board. In fact, the CEO might well have done interim monitoring 
not for the board but for internal purposes. The board is involved 
only at the beginning and the end of this chain of events. 


Board-Management Delegation 
Policies on the Policy Circle 


Let me again remind you of the policy circle shown in Figure 3.3. 
Figure 6.1 illustrates how a given board might have filled in the 
outer levels of the quadrant depicting the governance-management 
interface. Each board, of course, will choose a different level of 
detail at which to stop, beyond which the CGO is allowed to make 
any reasonable interpretation. The number of policies and their 
depth in Figure 6.1 are not intended to portray the right depth or 
number of policies but are only one example among many possibil- 
ities. Moreover, whatever the depth, number, and content of board 
policies, the board retains the right to change them whenever its 
wisdom so dictates. 
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Figure 6.1. Board-Management Delegation Policies Completed 














Note: The board has established its Board-Management Delegation policies 
deeply enough that any decisions or choices made by a delegatee will be accept- 
able to the board if they are a reasonable interpretation of the broader statements. 
Thus, the board can now safely delegate all further decisions in this category. 


Next Chapter 


Getting the board’s job done is the theme of this entire book. In 
Chapter Seven, however, I focus more on ownership accountability, 
job description, and discipline of an effective board. These constitute 
the subject matter of the fourth and final category of board policies, 
Governance Process. 
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The Board’s Responsibility for Itself 
Governing Oneself Precedes Governing Others 


he subject of this book, of course, is the redesign of the board 

job. How a board decides organizational results, how it con- 
trols operations, and how it relates to staff reveal much about its job 
design. It still remains for the board to deal explicitly with how it 
governs its own process, including a job description through which 
the board can discipline its time and action. Surely, a board that 
cannot govern itself cannot hope to govern an organization. Per- 
spectives on the governing task itself are codified in the Governance 
Process category of policies. In Chapter Eight, I deal with officers 
and committees—in other words, the subdivisions of board labor; 
in this chapter, I address the board’s accountability as a whole. 

I begin by introducing the concept of ownership, the source 
from which board accountability derives. I then fix the onus of re- 
sponsibility for good governance on the governors themselves. 
Next, I recognize the dynamics that affect the individual board 
members’ ability to fulfill their responsibility as a group. I then pre- 
sent management of board process as a natural outgrowth of the 
board’s products. Finally, I set forth a board job description, along 
with a commentary on board work beyond policymaking. 


The Moral Ownership 


Stakeholders in a nonprofit or public organization may be clients, stu- 
dents, patients, staff, taxpayers, donors, neighbors, general citizenry, 
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peer agencies, suppliers, and others. The board could be said to be 

accountable to all these groups, and certainly these groups all have 

some type of ownership in the organization. But the special class of 

WANT MORE? stakeholders I call owners are those on whose behalf the 

1 board has any responsibility to others. This narrower con- 

mal cept of ownership encompasses only those stakeholders who 
are situated as stockholders in an equity corporation are. 

Ownership as a special concept constitutes the origin of board 
accountability. The concept of ownership saves the owners—the 
special group of people who give the organization its legitimacy— 
from being lost in the general array of stakeholders. Surely the mem- 
bers of a trade association have a different order of ownership than, 
say, vendors or even staff members that work for the association. For 
a city council, the city’s population occupies a position different 
from that of other stakeholders. 

Various stakeholder groups may overlap, and, in some cases, two 
groups may comprise the same people. The ownership of an antique 
auto club is made up of club members; the beneficiaries of the club 
are the same people. The ownership of a community mental health 
center is the community at large; the beneficiaries constitute a por- 
tion of that community. The ownership of a public school system is 
the population of the school district; the beneficiaries are the stu- 

WANT MORE? dents. Moreover, in the last two cases, the staffs of these 

2 institutions are members of the community at large and, 

amm therefore, also owners. Owners may be a group that is either 

larger or smaller than the group of beneficiaries. Even when the 

same people are involved, the organization’s differing responsibili- 

ties to the several constituencies are kept straight by separating the 
concepts. 

Ownership and trusteeship, as I use those terms, are only occa- 
sionally legal realities. It is the social obligation of trusteeship, 
whether or not it is codified in law or contract, that concerns us 
here. Moral rather than legal ownership is the basis on which a 
board determines its accountability. When law requires a member- 
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ship (a legal ownership) in what is not basically a membership orga- 
nization, the board must determine whether the moral ownership is 
a larger body that extends far beyond the bounds of the formal mem- 
bership. (Law in some jurisdictions requires a nonprofit organization 
to have a membership, typically to elect a board. Unlike a genu- 
ine membership in a trade association or a professional society, this 
membership is frequently a cobbled-together handful of interested 
persons or even staff. The law in these cases is satisfied, but the Pol- 
icy Governance meaning of ownership is not.) The more board mem- 
bers agree on whose behalf they are serving, the more powerful their 
role as board members will feel. 

Let me digress for a moment. The legal issues in agency theory 
are familiar to every lawyer. When one person (the agent) acts on 
behalf of another (the principal), it is unlikely if not impossible for 
the agent to completely ignore his or her own interests. Hence, the 
problem of agency is that the interest of the principal rarely sur- 
mounts all self-interest of the agent. The relationship between a 

WANT MORE? large body of people and a smaller group authorized to act 
3 on their behalf is equally familiar to political scientists. The 
Zemi] Policy Governance model was unwittingly founded on con- 
cepts first described by philosophers who were addressing the social 
contract among real humans that creates an incorporeal entity we 
have come to call the state. We who would be thorough students of 
governance have much to learn from Rousseau, Hume, and Mill. 

The composition of the moral ownership that I propose can be 
obvious, as it is for a city council, or it can be obscure, as it is for a 
public radio station. Are the owners regular listeners, donors, every- 
one in the listening area, or all classical music buffs? For organiza- 
tions that receive government and foundation grants, it is important 
that the grantor not be seen as the owner. Ownership is not merely 
paying the bills, although this may be a factor. Grantors are usually 
best seen as high-volume customers with whom the organization 
makes a deal. It can choose not to make the deal. No such choice 
is available to the board concerning its ownership; the rightful 
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owners do not lose their status because the board wishes to ignore 
it. The test for ownership is not with whom the board makes a deal 
but whom the board has no moral right not to recognize. 

The board is ordinarily a subset of the ownership, acting as a 
trustee on the owners’ behalf. The board’s trust relationship with own- 
ers supersedes its relationship with staff. The primacy of this relation- 
ship is easy to forget when the stream of board activity and the high 
visibility of organizational personnel pull the board staffward. Boards 
learn to speak staff language, use staff acronyms, and become 
involved in internal organizational issues. This understandable, 
intense identification with staff detracts from their being trusteeship- 
driven. It occurs at the expense of interaction with the owners and 
resolution of the owners’ complex interests. The mechanisms of 
board work must be designed to remind the board that its rightful 
identity is with the owners, not with the staff. 

There are boards that are themselves the entire ownership. Con- 
sider, for example, an equity corporation (usually a small one) in 
which all investors are on the board. The nonprofit equivalent 
would be a board that makes no pretense of representing anyone but 
itself. It presents itself to the public as no more than a small group 
that has its own agenda, but one that lawfully conforms to not-for- 
profit statutes. Such a board would undoubtedly be self-perpetuat- 
ing (though not all self-perpetuating boards would be in this class), 
maintaining justifiably absolute control over its membership and its 
prerogatives. I mention this kind of ownership-board equivalence 
simply because it does exist but not because it is common. Board 
members should carefully examine their status before judging them- 
selves to be such a board. 


The Board’s Responsibility for Board Performance 


Board members, not staff, are trustees in a moral sense for the own- 
ership and, consequently, must bear initial responsibility for the 
integrity of governance. “He that would govern others, first should 
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be the master of himself’ (Massinger, 1979). The board is responsi- 
ble for its own development, its own job design, its own discipline, 
and its own performance. Before any discussion of board process to 
improve governance, this responsibility must be clear to board and 
staff alike. Primary responsibility for board development does not 
rest in the CEO, staff, funding bodies, or government. These other 
parties doubtless have an interest in better governance. They may 
even seize the opportunity to affect governance quality. But they 
are not where responsibility for governance resides. 

Only responsible stewardship can justify a board’s considerable 
authority. Board members who do not choose to accept this breadth 
of responsibility should resign. If they do not, it is the responsibil- 
ity of other board members to structure a board development sys- 
tem in which such persons are, if not “converted,” eliminated from 
the board. Being warm, willing to attend meetings, inclined to do- 
nate money, and interested in the organizational subject matter do 
not constitute responsible board membership. These characteristics 
are desirable but far from sufficient. 

It is inviting to rely on the CEO to motivate a board. This sce- 
nario frequently extends further than the provision of an occasional 
motivational “fix.” It may extend as far as spoon-feeding. No mat- 
ter how well the CEO tells the board what to do and when to do it, 
governance cannot be excellent under these conditions. Going 
through the motions, even the “right” motions, is fake leadership 
that transforms a CEO into a baby-sitter. Only a deluded board 
waits for its CEO to make it a good board. 

Under these conditions, public-spirited and ethical CEOs prod 
the board to do and say what they think a responsible governing 
body should do and say. With time, observers of such a situation 
may question the need for the board to be responsible: “If every- 
thing turns out well, what is the fuss? Getting the board to be truly 
responsible may be pedantic and perhaps unrealistic. After all, board 
members frequently are just volunteers; how can a part-time, out- 
side group of largely nonprofessionals presume to tell a professional 
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or technical staff what to do?” This litany impedes any further incli- 
nation to motivate leaders to lead. 

The preceding unhappy scenario is the best-case scenario! What 
if the CEO is not public-spirited and ethical? The improprieties 
resulting from lackadaisical governance are easy to imagine. I have 
observed boards whose laissez-faire rubber-stamping came to an 
abrupt end upon discovery of misconduct. Most nonprofit boards 
are too private or too small for public embarrassment to be a realis- 
tic threat, but they must endure their own awareness of having been 
asleep at the throttle. Their failure may have been not in misjudg- 
ing a specific issue but simply in not having realized that the throt- 
tle belonged to them. The debacles at Enron, WorldCom, and other 
corporations are prime examples of the failure of governance that 
are familiar to anyone who reads a newspaper. 

Boards are responsible for their attendance, discipline, gover- 
nance methods, development, agendas, and ability to envision the 
future. Others can help. Surely the CEO should even be required 
to help. Helpers, however, can only assist a body that has assumed 
full responsibility for itself; helpers can only marginally compensate 
when ostensibly responsible parties are not taking responsibility. 

The board of the Ohio College of Podiatric Medicine has set the 
standards to be met in the conduct of board affairs (Exhibit 7.1). 
Notice how the board makes clear that it, not its staff, is responsi- 
ble for the board’s governance performance. 


Diversity and Dynamics 


As a board sets out to fulfill its trusteeship, its most immediate 
responsibility is to deal with the implications of being a group. Indi- 
viduals must understand their individual obligations and how those 
aggregate into a group obligation. Indeed, the hurdle of moving to 
true group responsibility can easily keep a board from attending to 
critical duties. Boards are fraught with extensive interpersonal 
dynamics, like any other group of human beings. People differ in 
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Exhibit 7.1. Ohio College of Podiatric Medicine, Cleveland 
Governance Process Policy 
“Governing Style” 





The board will govern with an emphasis on (a) outward vision rather 
than an internal preoccupation, (b) strategic leadership more than 
administrative detail, (c) clear distinction of board and chief executive 
roles, (d) collective rather than individual decisions, (e) future rather 


than past or present, and (f) proactivity rather than reactivity. The 
board will: 


1. Deliberate in many voices, but govern in one. 


2. Cultivate a sense of group responsibility. The board, not the staff, 
will be responsible for excellence in governing. The board will be 
an initiator of policy, not merely a reactor to staff initiatives. The 
board will use the expertise of individual members to enhance the 
ability of the board as a body, rather than to substitute the individual 
judgments for the board’s values. 


3. Direct, control and inspire the organization through the careful 
establishment of broad written policies reflecting the board’s values 
and perspectives. The board’s major focus will be on the intended 
long term impacts outside the operating organization, not on the 


administrative or programmatic means of attaining those effects. 


4. Enforce upon itself whatever discipline is needed to govern with 
excellence. Discipline will apply to matters such as attendance, 
preparation for meetings, policymaking principles, respect of roles, 
and ensuring the continuity of governance capability. Continual 
board development will include orientation of new members in 
the board’s governance process and periodic board discussion of 
process improvement. The board will allow no officer, individual 
or committee of the board to hinder or be an excuse for not fulfilling 


its commitments. 


5. Monitor and discuss the board’s process and performance at each 
meeting. Self-monitoring will include comparison of board activity 
and discipline to policies in the Governance Process and Board-Staff 
Linkage categories. 
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their comfort with confrontation, in their ability to express feelings, 
and in the personal defenses they bring to an interaction. People 
differ in fears, hopes, optimism, and excitement, all of which con- 
tribute to the interpersonal aspects of board operation. These 
aspects exist quite apart from models, rational structures, and job 
designs. 

This book does not set out to deal directly with the interpersonal 
dynamics of governing groups. The abundant and useful literature 
on small-group process obviates the need for such discussion here. 
I do, however, recognize the powerful influence that interpersonal 
processes have on governance. Indeed, I have seen interpersonal 
dysfunction completely block a number of boards from proceeding 
into successful implementation after initially embracing the Policy 

WANT MORE? Governance model. Most of all, I want to persuade the 
4 reader that taking time to design a sound board process, 
mal before the process becomes personalized, is the greatest safe- 
guard against the debilitating effects of unfortunate interpersonal 
dynamics. The only other preventive measure that comes close is 

to ensure that all board members are intelligent, communicative, 
assertive, and mentally healthy! Alas, even emotionally together 
Renaissance people cannot compensate for an inadequate gover- 
nance process. The most extensive study of the interaction of cor- 
porate board members was authored by Leblanc and Gillies (2005). 

Designing areas of board job performance carefully will pro- 
foundly channel the interpersonal process of a board. For example, 
job design influences the types of conflict that will be experienced 
and members’ decision whether to follow a commonly proclaimed 
discipline or their individual discipline. Diversity is directed toward 
some areas and muted or eliminated in others. Clarifying tasks and 
off-limits topics helps to depersonalize subsequent struggles over the 
appropriateness of an issue for board discussion. 

A sound, codified board process can ameliorate jockeying for 
power, individuals’ controlling the group through negativism, and 
the digressions into unrelated topics. Dealing with the dysfunctional 
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behavior of a board member is far more difficult if the board has not 
previously determined what constitutes appropriate behavior. This 
proposition is quite helpful in dealing with the occasional renegade 
board member. Without board-developed guidelines, the matter will 
be considered a clash between personalities, and the issue of accept- 
able board behavior becomes lost in ill feelings. 

The board of Glendale Elementary School District No. 40 
showed unusual character in adopting “Board Members’ Code of 
Conduct I” (Exhibit 7.2). (This board has a separate “Code of Con- 
duct II” policy for the usual conflict-of-interest provisions.) As a 
group, the elected board members determined to protect the school 
system from themselves as individuals, a commendable and bold 
action. Many elected boards I’ve dealt with recoil from getting 
tough with themselves simply because, as independently elected 
officials, they have no authority over one another. This board de- 
cided to find a way. 

Effectively dealing with even appropriate diversity requires a dis- 
cussion of process prior to the occurrence of specific disagreements. 
Diversity must somehow be funneled into a single position. Not all 
ideas can prevail, and if members approach disputes personally, there 
will be winners and losers. Simple compromise is not necessarily a 
responsible solution; either of two very different approaches may be 
far better than a compromise between them. The challenge can be 
sidestepped by delaying decisions or by squelching dissent as being 
too painful, too impolite, or too impolitic. Indecisiveness and unan- 
imous votes often result from the desire to avoid confrontation. 

As the family members did in Who’s Afraid of Virginia Woolf? 
(Albee, 1962), boards sometimes deliberate on inconsequential 
issues to avoid dealing with a difficult, unspoken issue. What ap- 
pears to be a preoccupation with trivia may be fear of confronting 
the larger issues in a group setting. Small wonder; we are not very 
good at confronting central issues, even as individuals. Moreover, 
board members deprived of trivia might not know how to spend 
their time. A board member once asked me in all sincerity, “What 
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Exhibit 7.2. Glendale Elementary School 
District No. 40, Glendale, Arizona 
Governance Process Policy 

“Board Members’ Code of Conduct I” 





The public is represented by the school board acting as a body. 
Consequently, the school system is answerable to the board as a body, 
not to individual board members. The board fails to be accountable to 
the public if it allows any breach in this principle. Therefore, individual 
board members are committed to proper use of their authority and to 
decorum consistent with maintaining the integrity and discipline of 


board leadership. 


1. While the board as a body cannot exercise authority over individual 
board members, the board is responsible for the organization’s expo- 
sure to members acting as individuals. To that end, the board can 
exercise authority over the superintendent’s response to individual 
members and can enumerate its expectations for individual member 
discipline. 

A. While the board expects individual members to be given common 
courtesy, it does not require the superintendent and staff to heed 


any individual member's opinions or instructions. 


B. Regardless of any individual member's dissent from a decision of 
the board, he or she must support that the superintendent is 
bound by directions given by the board as a whole. 


2. Individual board members may not attempt to exercise authority over 


the organization unless explicitly set forth in board policies. 


A. Individual members’ interactions with the superintendent or staff 
must recognize that individual members have no authority over 
staff or to insert themselves into staff operations. (Nothing con- 
tained in section 2.a is intended to restrict or discourage normal 
and open communication between the governing board, staff and 


community.) 


i. No board member can place himself or herself between staff 


members in their disputes or negotiations. 


ii. No board member can serve on staff committees, engage in 


solving staff problems, or interpret anything to staff. 
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Exhibit 7.2. Glendale Elementary School 
District No. 40, Glendale, Arizona 
Governance Process Policy 

“Board Members’ Code of Conduct I,” Cont’d 





iii. No individual board member may be in the schools except 
a) when engaged in organized board visitation or monitoring 
of system performance, b) after notifying appropriate staff, and 
c) when fulfilling a role distinct from being a board member, 


such as parent or invited volunteer. 


B. Although all members are obligated to register differences of opin- 
ion on board issues at the board level as passionately as desired, 
individual members may not direct their differences of opinion to 
staff in a manner which would create dissension or polarization in 


the organization or undermine a decision of the board majority. 


C. Members’ interactions with public, press, or other entities must 
recognize that individuals have no authority to speak for the 
board unless specifically authorized by the board. 


D. Members will not individually render judgments of superintendent 
of staff performance apart from compliance with board policies as 


monitored by the board as a body. 





would be left for the board to do if detailed review and approval of 
staff plans and procedures became unnecessary? If we do not do staff 
work, what will we do?” This organization had for years avoided a 
searching exploration of its purpose. The board continued to hide 
behind the manufactured busyness and apparent conscientiousness 
of its demanding, staff-driven agenda. 

Another way to escape confrontation with diversity is to use 
board committees, heavily assisted by staff, to make recommenda- 
tions. Operating largely from CEO recommendations is a similar 
dodge. Conflicts among board members are thus avoided, as is any 
questioning that might be interpreted as lack of faith in the CEO. 
Instead of judiciously resolving differences, the board ignores them 
or smooths them over. Rather than eliciting and embracing their 
differences, board members are embarrassed or even frightened by 
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them. This is a pity, particularly for boards that represent the public, 
for such differences partly define what it means to be public. 

When boards choose to recognize and handle differences, they 
find that they need a mutually agreed-upon system to keep the 
group on task. Without a good system, personality becomes the 
dominant characteristic of any confrontation. Our points of depar- 
ture may be ideas, but interactions can easily deteriorate into issues 
of feelings and control. As people form alliances and experience 
personal power, the person who expresses an idea becomes more 
important than the idea. And feeling rebuffed or vindicated may 
become more important than judging the merit of the idea. 

Governing can thus be shaped by personalities rather than 
issues. Overpoliteness and power-based confrontation, seemingly 
opposite, both spring from valuing personal aspects more than the 
issues. Once the calm surface has been broken, interpersonal 
dynamics that squelch dissent transform into personal confronta- 
tion. The opportunity to develop productive confrontation centered 
on issues dies, people get hurt, and the governance experience 
leaves a bad taste. If the system is poor, even well-meaning people 
bore or bite each other to death. 

The chairperson bears a peculiar responsibility with respect to 
board process; however, more cogent to this discussion, the en- 
tire board cannot avoid its share of responsibility. In other words, the 
existence of a chairperson does not relieve other board members 
from their duty to contribute to the integrity of the process. If the 
board as a whole does not accept responsibility for board process, the 
best the chairperson can achieve is superficial discipline. As Jerry 
Kerr of Nepean, Ontario, puts it, “It is everyone’s obligation to make 
meetings work, even those who are not in charge.” 

One way in which the board can initiate good process is by cre- 
ating explicit policies concerning the topic within the Governance 
Process category. The chairperson can then maintain the process by 
referring to board policy, which is easier than invoking disciplinary 
measures on the basis of his or her individual sense of what should 
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be. Board members expect too much of the chairperson when they 
ask him or her to save the board from being held hostage by its most 
controlling member. Each member has the right to want to run 
things or never to budge. But as a body, the board does not have the 
right to allow individual proclivities to destroy the process. 

The board of Three Rivers Area Hospital determined a cycle 
of board business that guarantees board education, linkage with the 
board’s ownership, and other functions. The board’s expression is 
shown in Exhibit 7.3. 

A process that is explicitly designed can produce a discipline 
controlled by the will of the board rather than by individual incli- 
nations or exigencies of the immediate dynamics. When board 
process is derived from the job to be done, it will be aptly shaped by 
the planned products. There always lurks the danger that the prod- 
ucts of governance will turn out to be merely the random after- 
effects of an unplanned process. 


Board Products: A Job Description 


Construction of Governance Process policies begins with consider- 
ation of the board’s overall reason for existence, because the ulti- 
mate test of process is whether this reason is fulfilled. The board’s 
megaproduct (as opposed to that of the organization) is the bridge 
built between those to whom the board is accountable and those 
who are accountable to the board. 

An effective board process, then, must start by clarifying the spe- 
cific contributions of this bridge between owners and producers. 
Before we can design board process intelligently, we must ascertain 
what the board exists to accomplish; form follows function. Appro- 
priate practices are determined on the basis of the accomplishments 
expected. The board’s job description is thus the central factor in 
the board’s process. 

Conventional job descriptions are detailed lists of job activities. 
Their emphasis is on job means rather than job products. I use a 
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Exhibit 7.3. Three Rivers Area Hospital, Three Rivers, Michigan 
Governance Process Policy 
“Agenda Planning” 





To accomplish its tasks with a governance style consistent with board 


policies, the board will follow an annual agenda which (a) completes a 


re-exploration of Ends policies annually and (b) continually improves 


board performance through board education and enriched input and 


deliberation. 


1. 


The cycle will conclude each year on the last day of September so 
that administrative planning and budgeting can be based on accom- 
plishing a one year segment of the board’s most recent statement of 


long term Ends. 


. The cycle will start with the board’s development of its agenda for 


the next year. 


A. Consultations with selected groups in the ownership or other 
methods of gaining ownership input will be determined and 
arranged in the first quarter, to be held during the balance of 
the year. 


B. Governance education and education related to Ends determi- 
nation (e.g. presentations by futurists, demographers, advocacy 
groups, staff, etc.) will be arranged in the first quarter, to be held 
during the balance of the year. 


. Throughout the year, the board will attend to consent agenda items* 


as expeditiously as possible. 


. CEO monitoring will be included on the agenda if monitoring reports 


show policy violations, or if policy criteria are to be debated. 


. CEO remuneration will be decided after a review of monitoring 


reports that corresponds with the anniversary date of the CEO. 





*Chapter Ten explains the concept of consent agendas. 
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more powerful, succinct format that omits activities and focuses on 
why activities take place—the intended outcomes. This method, 
convincingly advocated by Reddin (1971), yields a job description 
that, in effect, states the value added by the position. How is the 
organization different because this job exists? What does this job 
contribute? In describing job contributions, I speak of job products 
simply to keep before us at all times the output aspect of work rather 
than the activity. 

Boards can contribute any number of products to an organiza- 
tion. Only three products cannot be delegated, and this irreducible 
trio applies to all governing boards. The board’s role as a bridge 
between ownership and staff produces three mandatory products. 


Core Board Products 


The board must contribute whatever legitimate link the organiza- 
tion has with its ownership. Thus, the board’s first direct product is 
the organization’s linkage to the ownership. 

The board’s second direct product is explicit governing policies. 
These policies should be the ones I describe as Ends, Executive 
Limitations, Board-Management Delegation, and Governance 
Process policies, developed in each case to whatever level of detail 
the board chooses. The policies are designed to cover fiduciary 
responsibilities, risk, priorities, and, generally, all board and orga- 
nizational activity. 

Finally, the board is obliged to ensure the staff’s fidelity to the 
board’s policies. If the CEO continually fails to fulfill these explicit 
expectations, the board itself is culpable. The board has no choice 
but to take the necessary remedial steps. The board’s third direct 
product is assurance of organizational performance. 

These three undelegable job contributions are the unique re- 
sponsibilities of a governing board; only the governing body can 
contribute these products. The board may add other products to this 
list, but it cannot shorten it and still govern responsibly. 
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Optional Board Products 


Although all other contributions to the organization beyond the 
core three may be delegated to the CEO, it does not necessarily fol- 
low that the board should delegate them. The most common addi- 
tional board products involve fundraising and legislative action. 

Should a board be responsible for fundraising? The answer 
depends on the kind of organization and its circumstances. From 
the perspective of governance concepts per se, one can only say that 
fundraising may be either delegated or retained, at the board’s dis- 
cretion. If a board assumes this responsibility, it should define its 
fundraising product well enough that there is no confusion between 
staff and board responsibilities. Fundraising is an activity, not a 
result. Using results language forces the board to confront the task 
it has taken on as opposed to its expectations of staff. Does the 
board merely make philanthropic contacts and leave to the staff the 

WANT MORE? responsibility for actually producing the money? Or is the 
5 board responsible for achieving the funding goal itself? Or 
am is the board’s direct responsibility something other than 
either of these two options? Wasteful conflict about the roles of the 
board (or its fundraising committee) and the CEO (or the CEO’s 
director of development) can be reduced or perhaps avoided by 
defining the job in terms of the expected result rather than the 
means used to attain that result. 

With respect to legislative action, the same points apply. Does 
the board wish to assume responsibility for legislative strategy? For 
network notification? For “personal presence” at hearings? Remem- 
ber, too, that board members can offer themselves as volunteers 
under staff direction without complicating the board’s job itself. For 
example, the board might hold the CEO accountable for certain 
legislative impact but promise to supply board members as informed 
volunteers to participate in testimony under the CEO’s direction. 
With this approach, there is no need to add legislative results to the 
board’s job, for achievement would then be the CEO’s responsibil- 
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ity. Yet board members are still providing a valuable contribution 
as volunteers in the management effort. It must always remain clear 
who has authority and responsibility for the strategy and mechan- 
ics necessary to achieve the legislative results. In this instance, the 
CEO is in charge, even though board members are involved. Board 
members work for the CEO, or the CEO’s designee, when engaged 
in activities for which the board holds its CEO accountable. 

Whatever the board decides about assuming more than the basic 
three responsibility areas, the matter must be made explicit and all 
further board activities must be made consonant. Because the three 
core areas cannot be delegated, it is important that they be given 
primacy. No board should add items unless it is sure that its alle- 
giance to the first three will not be diluted. 

Some might say that fundraising is the chief responsibility, even 
the raison d’étre, of a board. I disagree. Fundraising by the board 
may be critical to a given organization, but it is more important that 
the organization be worth raising funds for. That worth is what the 
three areas of basic governance are designed to ensure. I do not 
mean to denigrate board fundraising in cases in which the board has 

WANT MORE? wade sure the organization is worth the donors’ money. To 
6 the contrary, I applaud it and hold both the skills and the 
(ite oot} dedication involved with great respect. There is no reason 
that a board cannot attend quite well to the basic three products 
plus fundraising, but this wholeness is ill served by lopsided atten- 

tion to fundraising as the chief board responsibility. 


The Basic Board Job Description 


The irreducible minimum contributions of governance are restated 
below. Note that these constitute the board’s specific job responsi- 
bility, but if accomplished, they ensure the board’s overall account- 
ability as well, using the definitions discussed in Chapter Six. This 
responsibility/accountability aspect of managerial job design saves 
the board from acting as if everything is its job. The board creates 
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a limited responsibility list but constructs it so that the board’s 
accountability for the total is not circumvented in the name of sim- 
plicity. Here is a summary of the board’s job products: 


1. Linkage to the ownership. The board acts in trusteeship for its 
ownership and serves as the legitimizing connection between 
this base and the organization. 


2. Explicit governing policies. The values of the whole organiza- 
tion are encompassed by the board’s explicit enunciation and 
proper categorization of broad policies. 


3. Assurance of satisfactory organizational performance. Although 
the board is not responsible for carrying out the staff’s job, it 
must ensure that the staff as a total body meets the criteria 
the board has set. In this way, its accountability for that per- 
formance is fulfilled. 


Each of these three products is a job output, not a job activity, 
though any number of attendant activities are implied. The board 
job, however, is neither built on activities nor evaluated on the com- 
pletion of activities. Within each area of responsibility, the board can 
set objectives to guide its short-term work. Although the board need 
not set objectives for staff work, it surely must for its own work. 

The board of the International Policy Governance Association 
enumerated its job products in a policy titled “Board Job Descrip- 
tion” (Exhibit 7.4). Optional outputs were considered and not cho- 
sen, so there are only three parts, expressed carefully as values added 
rather than activities. The Board-Management Delegation category 
appears here as “Board-Executive Function Relationship,” an imma- 
terial variation in the category name. The third value added is 
what in some management literature has been called a linking pin. 
Its effect is that the board is not successful unless management is 
successful. 
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Exhibit 7.4. International Policy Governance Association 
Governance Process Policy 
“Board Job Description” 





Specific job outputs of the board, as an informed agent of the owner- 
ship, are those that ensure appropriate organizational performance. 


Accordingly, the board has direct responsibility to produce: 


1. The link between the ownership and the operational organization. 


2. Written governing policies which address the broadest levels of all 


organizational decisions and situations. 


2.1. Ends: Organizational products, impacts, benefits, outcomes, 
recipients, and their relative worth (what good for which re- 
cipients at what cost). 


2.2. Executive Limitations: Constraints on executive authority, which 
establish the prudence and ethics boundaries within which all 


executive activity and decisions must take place. 


2.3. Governance Process: Specification of how the board conceives, 


carries out and monitors its own task. 


2.4. Board-Executive Function Relationship: How power is delegated 
and its proper use monitored; the authority and accountability 


of the CEO. 


3. Assurance of successful organizational performance. 





The Board’s Hands-On Work 


The three job products are intended to capture the reason the board 
exists. In organizations in which the board wishes to add more out- 
puts to its basic three, the additional job products must be reflected 
in the job description. In any case, subsequent board work is chan- 
neled into activities designed to fulfill these intended outcomes. 
Previous chapters have dealt with the principles and actions perti- 
nent to job products 2 and 3. Let us now consider some aspects and 
activities of job product 1 and briefly note the work involved when 
the board adds areas. 
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Direct Work: Linkage with the Ownership 


The identity of ownership and perhaps the favored channels for 
connecting with it are deliberated and then set forth in the Gover- 
nance Process category of board policies. That explication is, like 
all policymaking, a verbal undertaking. Making the linkage real, 
however, is likely to require action. 

The board should continually struggle to define and link with 
its ownership. It should do so with the same vigor that it would if 
the owners were organized and looking over the board’s shoulder. 
“Community’ ownership,” Ewell (1986) wrote of hospitals, “is not 
clearly defined, and the community does not voice its opinions or 
require reports on hospital performance as rigorously as industry 
shareholders do.” It is only in rare cases that such owners are orga- 
nized. In the case of nonprofit organizations, it is even likely that 
most owners have no idea that they are owners. Any ownership 
voice that becomes audible is doubtless the voice of but one seg- 
ment of ownership. Although the board owes that segment its ear, 
it owes the silent segments the recognition that one group does not 

WANT MORE? represent all. Elected boards seem particularly vulnerable 
7 to the error of listening to segments as if they were the 
nll whole. I have seen city councils, library boards, school 
boards, and utility commissions be unintentionally unjust to own- 
ers who were not vociferous. Allowing lengthy floor time for a few 
faction spokespersons makes boards feel democratic but may cheat 
the broader mandate. Linkage to the ownership requires a more 
affirmative outreach than holding open meetings and entertaining 
spokespeople from the floor. Lee Combs, vice president of the 
Adams 12 Five Star Schools board in Thornton, Colorado, has 
credited Policy Governance with “[focusing] the board’s efforts on 
listening to the community, defining what the community wants 

and doesn’t want comprehensively.” 

Linkage with the ownership can be viewed as attitudinal, sta- 
tistical, and personal. The first, simplest level of obligation encom- 
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passes attitude: board members behave with the belief that they are 
moral trustees for the owners. This intention establishes a frame of 
mind that, while not particularly schooled, at least leads the board 
to appropriate considerations and loyalties when resolving value 
issues. At the second level, the board gathers statistical evidence of 
the owners’ concerns, needs, demands, and fears. Techniques 
include surveys, interviews by third parties, and statistical data. The 
third level is more personal; it engages board members in direct con- 
tact with owners and owners’ representatives. Interviews, focus 
groups, public forums, invited presentations at board meetings, dia- 
logue with other boards or public officials, and other intimate 
exchanges might be employed. 

Maintaining the attitude of linkage may require no overt action. 
Developing a board that is informed with respect to the pure data 
on ownership and its desires may require no more than study. But 
the third level, personal contact, requires overt action by board 
members. They must go forth, sit and listen, make conversation, 
and struggle with communication. The board may choose to take 
these actions as a whole, in committees, or as individuals. 

The board’s status as a subset of the ownership is a built-in mech- 
anism of linkage. Board members do not constitute a random subset, 
however; they are selected because they can best fulfill the trust of 
governance. Because nonrandomness is a factor, boards must ensure 
that the selection process does not impair the most visible connec- 
tion to ownership—personal similarity. Persons similar to the own- 
ership in race, income level, geographic location, gender, and other 
characteristics are obviously connected to the ownership. But it is 
unwise for even a meticulously representative board to consider its 

WANT MORE? Ownership linkage thus discharged. Whether a black person 
8 | can represent blacks or a woman can represent women is 
questionable. The superficial characteristics indicate only 
that specific groups have not been excluded, not that they are ade- 
quately represented. Tokenism might suffice for the former, but only 

an adequate, ongoing linkage to ownership will ensure the latter. 
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A board can take any number of steps to attain the diversity it 
wants in board membership. The board of Heifer Project Interna- 
tional expressed its intent in its Governance Process policy titled 
“Board Inclusivity,” shown in Exhibit 7.5. 

The board can delegate responsibility for parts of the linkage 
task to committees or individual members. A committee might 
meet with a focus group or a delegation from the ownership in par- 
tial fulfillment of a board objective relating to the quality of link- 
age. The board’s objective on linkage should be clear, as should any 
limits on the activities involved and the expected time for comple- 
tion. In other words, the usual elements of delegation apply to a 
board’s assignment of tasks to subgroups. The board has the option 
of delegating to a committee or to an officer, just as it can delegate 
to the CEO, but delegation to board members is a more slippery 
process. Because the board has much better control over tasks del- 
egated to the CEO than those given to board members due to the 


Exhibit 7.5. Heifer Project International, Little Rock, Arkansas 
Governance Process Policy 
“Board Inclusivity” 


The board should represent a variety of backgrounds as well as various 
segments of the HPI community, including women and different minor- 
ity and ethnic groups that will reflect the vision and understanding of 
HPI’s mission. 

In this spirit, the board will: 


1. Encourage nominating bodies to nominate people from diverse back- 
grounds, including persons from protected groups, as representatives 


on the HPI board. 


2. Encourage diverse representation on all task forces, committees, sub- 


sidiary boards, and other groups that may be formed. 


3. Recruit persons from diverse backgrounds for “at-large” positions on 


the HPI board. 
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clear hierarchical relationship between the board and the CEO, it 
is propitious to keep the board’s self-delegations to a minimum. The 
more there are, the more care must be taken to ensure that the ob- 
jectives are actually achieved and that there is no overlap with tasks 
for which the CEO is accountable. 

One way for boards to link with the ownership is to connect with 
other organs of their ownership. In communities, many boards claim 
to speak on behalf of the general public. Yet boards in the same com- 
munity often have virtually no dialogue with each other. Their staffs 
may interact, but at the governance level, there is virtually no sys- 
tematic interaction. Were they more attentive to their linkage with 
ownership, boards would realize that they have much to discuss with 
one another inasmuch as they have overlapping, if not identical, 
ownerships. For community boards that truly see themselves as wed- 
ded to the larger context, over 25 percent of board effort spent deal- 
ing with other boards would not be out of line. The cross section of 
community leadership thus linked holds the promise of making a real 
difference in the fabric of a community. 


Direct Work: Optional Responsibilities 


If philanthropic funding, public image, legislative impact, or other 
delegable performance areas are made board responsibilities, the 
board must organize itself to perform. The board has the option of 
operating as a whole, in committees, or through individual assign- 
ments. In any event, it becomes the responsibility of the board, not 
the staff, to develop and use whatever means are necessary. If the 
board wants the staff to carry out and be responsible for the out- 
come of a specific task, then that task should not be part of the 
board’s job. Policy control by the board will suffice. To the extent 
that a board adds direct responsibility areas to its job, the situation 
increasingly approaches that of the workgroup board mentioned in 
Chapter One. The risk of diluting attention to the core governance 
responsibilities also grows accordingly, as does the risk of confusing 


board and CEO roles. 
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The optional areas of responsibility listed in the preceding para- 
graph benefit from a rich literature concerning ways to organize for 
optimal performance. I do not presume to add to that body of knowl- 
edge here, except to point out how important it is that the board 
clarify the tasks it has assumed. Taking on an activity is not rigorous 
enough. The board’s responsibility in any of these areas is not activ- 
ity—however busy and impressive—but results. It is both more pow- 
erful and more incisive to define the responsibility in results 


terminology at the outset. 


Governance Process Policies on the Policy Circle 


Once more, I remind you of the policy circle shown in Figure 3.3. 
Figure 7.1 illustrates how a given board might have filled in the 
outer levels of the quadrant depicting the board’s own role, respon- 
sibilities, discipline, and mechanics. Each board, of course, will 
choose a different level of detail at which to stop, the point beyond 
which the chair (or other board member or committee if so stated 
by the board) is allowed to make any reasonable interpretation. The 
number of policies and their depth in Figure 7.1 are not intended 
to portray the right depth or number of policies but are only one 
example among many possibilities. Moreover, whatever the depth, 
number, and content of board policies, the board retains the right 
to change them whenever its wisdom so dictates. 


Next Chapter 


In the organization of board work, officers and committees emerge 
as official subdivisions of the whole board. Strategic leadership is 
best served when this division of labor does not jeopardize the 
board’s wholeness or confound its linkage with management. Par- 
ticular attention is given to the principles of board committees and 
to the chair’s role, as well as his or her more accurate title, chief gov- 
ernance officer. In Chapter Eight, I discuss roles and rules for a 
board’s officers and committees. 
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Figure 7.1. Governance Process Policies Completed 





Note: The board has established its Governance Process policies deeply enough 
that any decisions or choices made by a delegatee will be acceptable to the board 
if they are a reasonable interpretation of the broader statements. Thus, the board 
can now safely delegate all further decisions in this category. 


WANT MORE? 


mal 
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Officers and Committees 


The Chief Governance Officer and 
Other Divisions of Board Labor 


fficers and committees are the mechanisms by which a board 

partitions its governance job. Establishing officers and com- 
mittees is a delicate undertaking because subdivisions endanger 
board wholeness. Preservation of one-voice governance and integ- 
rity of board-to-CEO delegation are both threatened. 

In this chapter, I address the problems and principles involved in 
establishing officers and then committees, introducing the role of 
chief governance officer (CGO). In each case, I examine the topic 
with respect to three factors: minimalism, protection of the CEO 
role (the role, not the person), and board holism. Finally, I comment 
on typical committees in light of Policy Governance principles. 


Officers 


I assume that the board has decided to name its organization’s top 
paid executive as CEO. Further, to simplify this discussion, I will 
not consider the CEO to be a board officer. Commonly, boards 
establish the chair, vice chair, secretary, and treasurer, though it is 
not rare to find more than one vice chair and a chair-elect. 


Minimalism 
Structure is best kept to the minimum necessary to accomplish the 


task. Establishing more officers than needed increases complexity 
with no compensating gain. Consequently, a board should start with 


215 


216 BOARDS THAT MAKE A DIFFERENCE 


the minimum number of officers required by law and add more only 
as they are needed. In many jurisdictions, nonprofit boards can get 
by with two officers: a chairperson and a secretary. 

From the minimalist standpoint, it is often hard to justify more 
officers. The office of vice chairperson usually exists only so that 
someone is readily available to fill in for an absent chairperson; how- 
ever, a board can simply rotate temporary chairing duties in the 
absence of the chairperson. The treasurer is an unnecessary office in 
organizations that have a CEO. The CEO can, in many jurisdictions, 
double as secretary. The point I wish to make here, however, is not 
which officers are justified but that establishing the fewest officers 
required by the task will result in clearer rules and a smoother process. 


Distinguishing the Chief Governance Officer 
from the Chief Executive Officer 


Frequently, there is ambiguity between two important leadership 
roles. The board’s leader for its own process is commonly called chair- 
person, chairman, chairwoman, simply chair, president, or other varia- 
tions. The board’s chosen leader for the operational organization is 
commonly called executive director, secretary general, general secretary, 
general manager, superintendent, city manager, president (again!), or 
other variations. In each case, a role is to be played that underlies 
the confusing variety of titles used. The top managerial role is nor- 
mally thought of—and has been regularly referred to in previous 
chapters—as chief executive officer, abbreviated CEO. 

There has, however, been no generic name for the leader of gov- 
ernance, the officer whose role it is to keep governance in order, the 
primus inter pares on the board. So when the title president is used, 
we have no idea which role is referred to. Chairman raises obvious 
gender problems, while chairperson and chairwoman seem awkward. 
Chair is innocuous but seemingly inanimate. And because the role 
of this person in Policy Governance goes far beyond simply chair- 
ing a meeting, it is not even fully descriptive of the job. Moreover, 
in the majority of U.S. and Canadian equity corporations, the man- 
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agement and governance leadership roles are combined in one per- 

son. Consequently, the words chairman and CEO are so wedded that 

WANT MORE? most of the distinction is lost not only in function but ver- 

1 bally as well. In order to have a generic term specifically 

Saml and exclusively for the role of board leader that is as simple 

and as accurately descriptive as possible, I have introduced the 
expression chief governance officer, abbreviated CGO. 

Consequently, henceforth in this text, I will refer to the CGO 
rather than chair, chairman, chairwoman, or chairperson. To avoid a 
possible source of confusion, let me add that the title of CGO as 
used in this book refers to the real chief of the governance process, 
not the executive position that is sometimes given that title in 
American corporations. Such a misunderstanding of the concept 
implied by the title is not surprising, given the baffling state of cor- 
porate governance in this age. 

The CGO is the leader of the board’s process on behalf of the 
board. He or she is not the board’s boss. He or she is not the CEO’s 
superior. The CGO, basically, sees to it that the board gets its job 

WANT MORE? done as the board has defined that job. As displayed in 
2 Figure 3.4, the CGO’s decision authority rests within the 
Bot} board’s, even though the board charges the CGO with 
keeping its own discipline in order. The CGO is a perfect illustra- 

tion of Robert Greenleaf’s servant-leader. 


Protection of the CEO Role 


Accountability works best when delegation is traceable, unitary, and 
balanced. For delegation to be traceable, each link from superior to 
subordinate must be clear to all parties. To be unitary, assignment 
of responsibility to and subsequent evaluation of any person must 
occur through a single channel rather than multiple channels. If the 
boss is a board, the principle of unity requires that the entire group 
speak as one, to preserve the single channel. To be balanced, the 
CEO must be answerable for that over which he or she has been 


given authority, but for no more. 
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If the CEO must answer to one voice only, no individual board 
officer can have any authority over the CEO or other staff. Board 
member Dawn Oparah of Peachtree City, Georgia, states, “We will 
deliberate in many voices but govern in one.” Most violations of this 
principle involve the CGO or treasurer, each of whom has been 
known to assume authority over staff functions. The board-CEO con- 
nection is interrupted as much by an officer who assumes individual 
authority over the CEO as by any other board member who does so. 
The executive either works for the board as a whole or does not. 

If the CGO has no authority over the CEO, who tells the CEO 
what the board expects? The board does. When the board speaks 
with one voice in explicit statements, what can the CGO legiti- 
mately add? If the CGO presumes to represent the board to man- 
agement, he or she either is acting unnecessarily (if nothing is 
added) or abusing authority (if something is added). Moreover, an 
executive who is obliged to acquiesce to what the CGO adds is now 
(1) working for the CGO alone and can no longer be called CEO 
(because the CGO is now acting as CEO) or (2) working for both 
board and CGO, which is untenable because it is not unitary. 

A similar flaw in delegation is commonly found in the treasurer’s 
role. A board holds its CEO accountable for financial integrity. The 
CEO is given commensurate authority to do whatever is necessary 
(establish financial methods, keep records, adjust budgets) to main- 
tain whatever level of financial safety the board finds acceptable. 
Yet more than half of the sets of bylaws I have encountered state 
that the treasurer of the board is charged with the books of account, 
disbursement, and a host of other financial management activities. 

If the treasurer is responsible, then an integral part of manage- 
ment accountability has been taken from the CEO. The case can 
be made that the CEO role, thus dismembered, no longer exists. 
Does the treasurer have the authority to carry out this role? If not, 
then responsibility and authority are not matched. If so, does that 
mean the treasurer has authority over financial staff and perhaps 
over the CEO? Does the CEO then work for the treasurer as well as 
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for the board? On the other hand, if the CEO is the one account- 
able to the board for financial probity, how can the bylaws assign 
the job to the treasurer? 

The office of treasurer in such an organization is like a vestigial 
organ. It may have been needed when the organization was so small 
that the board treasurer truly did fulfill that financial function. Or 
perhaps that never was the case, but legal counsel inserted a boil- 
erplate provision in the bylaws, despite its meaninglessness. In any 
event, boards, executives, and staff financial officers across the land 
wade through wasteful nonsense every month, pretending that the 
treasurer role makes sense. 

I often encounter the following process. The staff financial offi- 
cer and CEO confer with the treasurer prior to a board meeting. At 
the meeting, the freshly briefed treasurer recapitulates what he or 
she has been told. The treasurer looks informed, and the board feels 
secure because the ritual continues. Substituting finance commit- 
tee for treasurer in this scenario does not make the pretense any 
more reasonable. 

Some boards slightly alter the treasurer issue by creating assistant 
treasurers who are staff members involved in finance. In this version, 
bylaws give the treasurer the usual overstated responsibilities but 
allow the treasurer to delegate any number of them to assistants. 
Now there is delegation from a board officer not only to the osten- 
sible CEO but also to the CEO’s subordinates. Just who is responsi- 
ble for what and to whom in these convoluted circumstances? 

The truth is, in the presence of a CEO, there is no role for a 
board treasurer that is both necessary and legitimate. If an unnec- 
essary role is manufactured, great care must be taken that it be legit- 
imate. One reasonable, albeit still manufactured role would be to 
monitor financial performance; however, this role is illegitimate if 
the treasurer monitors financial performance against criteria other 
than those set forth in the board’s policies. And when the board’s 
criteria are clear and when monitoring information precisely 


answers to these criteria, an expert interpreter is rarely needed. 
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Board Holism 


A holistic board is a single organizational position and must offi- 
cially behave as one. Board officers exist to help the board do its 
job, not as powers unto themselves. For the minimum two officer 
positions, I suggest the following job descriptions, stated in the job 
product style: 


Chief governance officer: Responsible for the integrity of board 


process 


Secretary: Responsible for the integrity of board documents 


These job responsibilities serve the wholeness of governance. 
They do not interfere with unitary delegation to the CEO. The 
CGO is not responsible for the functioning of the organization nor 
for the quality of the CEO. The CGO is responsible for the func- 
tioning of the board, which ordinarily proves to be job enough! 
Using the board job description from Chapter Seven, the CGO can 
trust that if the board works well, CEO performance will follow. 

If the CGO’s job product is integrity of board process, selection 
of a CGO should be based on ability to achieve that output. The 
CGO's job requires skilled handling of group process and an ability 
to lead a group fairly but firmly, to confront and even to welcome 
its diversity, and to adhere to board-stated rules for board conduct. 
Boards should take great care to choose CGOs who can develop the 
leadership that often lies dormant in the group. Rather than foist- 
ing a heavy-handed discipline on board members, a good CGO 
incites the board to generate all the rules it needs out of its own wis- 

WANT MORE? dom. The CGO merely calls forth the board’s own state- 
3 ments of discipline when needed, as if he or she has no 
Saami} choice but to deal with the group in the way the group itself 
has decreed. The David M greeting card sentiment penned by Mon- 

ica Sicile to describe friends aptly describes good CGOs as well: 
“Friends sing your song when you forget the words.” A good CGO 
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demonstrates the optimum combination of discipline and group 
responsibility when, with as much affection as firmness, he or she 
confronts the board with its own song. 

The quality of governance often depends on the skill of the 
chairing party. The better the board, the more judiciously it chooses 
a CGO; but ironically, the more responsible the board is as a group, 
the less the CGO makes a difference in the near term. Boards belit- 
tle governance when they choose CGOs on the basis of length of 
service or availability. It is better to obtain a good leader who can 
invest three hours a month than a marginal leader who has thirty 
hours to give. Many a CEO has seethed under a CGO who had 
time to spare. 

It is essential to remember that the CGO works for the board, 
not the reverse. Therefore, if the CGO interferes with the board’s 
getting its job done well, the board has no one to blame but itself. 
So the importance of the CGO’s job is not that it wields the topmost 
authority in the organization but that it is needed by the board to 
assist the board’s wielding of that topmost authority. That being the 
case, I still wish to emphasize that the CGO is a central figure in the 
governance process. The Policy Governance model not only equips 
the board for excellent governance but also enables the CGO to do 
his or her job well. In Northern Ireland, Brian Acheson, who is 
chairman of the board at Castlereagh College, Belfast, attests to this, 
saying that “ [I] found that I had an approach for dealing with every- 
thing required of me: planning the annual cycle of business, dis- 
charging probity and process obligations, engaging members in 
purposeful consideration of organizational priorities, and responding 
to unforeseen events. It is my first term in office, but I feel like an 
experienced pro.” Policy Governance requires more decision mak- 
ing of a CGO than that involved in simply chairing meetings, but 
it also offers a valuable blueprint for the rest of this vital job. 

The board of the American Institutes of Research has a policy 
that outlines the board chair’s job (Exhibit 8.1) in terms of values 
added and authority to take action. 
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Exhibit 8.1. American Institutes of Research, Washington, D.C. 


Governance Process Policy 
“Board Chair Job Description” 





The Chair of the Board is a specially empowered member of the Board, 
the chief governance officer, whose role is to assure the integrity of the 
Board’s process and, secondarily, to occasionally represent the Board to 


outside parties. 


1. The assigned result of the Chair's job is that the Board behaves con- 
sistently with its own rules and those legitimately imposed upon it 


from outside the organization. 


A. Meeting discussion content will be on those issues that, according 
to Board policy, belong to the Board to decide or to monitor. 


B. Information that is neither for monitoring performance nor for Board 


decisions will be avoided or minimized and always noted as such. 


C. Deliberation will be fair, open, and thorough, but also timely, 
orderly, and kept to the point. 


2. The authority of the Chair consists in making decisions that fall 
within topics covered by Board policies on Governance Process and 
Board-CEO Linkage, with the exception of (a) employment or termi- 
nation of a CEO, and (b) where the Board specifically delegates por- 
tions of this authority to others. The Chair is authorized to use any 


reasonable interpretation of the provisions in these policies. 


A. The Chair is empowered to chair Board meetings with all the 
commonly accepted power of that position, such as ruling and 


recognizing. 


B. The Chair has no authority to make decisions about policies cre- 
ated by the Board within Ends and Executive Limitations policy 
areas. Therefore, the Chair has no authority to supervise or direct 


the CEO. 


C. The Chair may represent the Board to outside parties in an- 
nouncing Board-stated positions and in stating Chair decisions 


and interpretations within the area delegated to her or him. 


D. The Chair may delegate this authority, but remains accountable 


for its use. 
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The CGO’s responsibility to board holism extends to his or her 
ex officio role with the public and press. When interviewed, the 
CGO does not have the authority to venture beyond what the 
board has actually said. “Representing the board” means stating only 
what the board has stated, unless the board has specifically granted 
further authority. One workable way to carry out this function is to 
apply the same delegation principle applied to the CEO, except 
within the Governance Process and Board-Management Delega- 
tion policy categories. This approach allows the CGO to make deci- 
sions about board process and mechanics as well as specifics of the 
delegation and monitoring process so long as she or he is within the 
board’s broader pronouncements on these topics. The CGO can- 
not, however, interpret Ends and Executive Limitations. To do so 
would be to instruct staff and, thereby, to be in conflict with the 
authority the board has given to the CEO. These distinctions are 
shown graphically in Figure 3.4, in which separate domains are as- 
signed to CGO and CEO. 

While the CGO is guardian of what the board is doing, the sec- 
retary is guardian of what the board has done. If the secretary’s job 
product is “integrity of board documents,” selection of a secretary 
should be based on ability to make that contribution. Responsible 
for no one else’s behavior but his or her own, the secretary need 
only be compulsive about correctness, accuracy, and appearance. 
The secretary’s job may have little to do with taking minutes but 
will have much to do with the official record of process and actions. 
He or she certifies the evidence of board action, including board 
policies and minutes. 

The “Board Job Description” policy of the International Policy 
Governance Association (Exhibit 7.4) states the job outputs that 
would constitute the board’s connecting owner values (item 1) 
through to managerial performance (item 3). The intervening board 
output (item 2) is the explicit clarification of decisions in the four 
policy categories already described. 

Minutes constitute the most basic record of board action. Even 
the all-important board policies cannot be shown to have been 
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created or altered except through the authority of the minutes. What 
any board “says” includes only those statements passed in an official 
process. Detailed, narrative minutes (more than what the board has 
officially said) are unnecessary and detract from the board’s unitary 
voice, as well as loading the record with material of negligible offi- 
cial significance. In long minutes, it is almost impossible for the 
writer to render an unbiased record of the board conversation. If the 
minutes are wrong, someone has been misrepresented; if they are 
right, it does not matter, because only official motions that are passed 
represent board action. A record of official motions and any state- 
ments that individual members specifically wish the record to show 
suffice for minutes in almost any board situation. 


Committees 


Board committees are to help get the board’s job done, not to help 
with the staff’s job. Like officers, committees should be established 
with due care for minimalism, preservation of the CEO role, and 
holism. Have no more committees than absolutely needed. Do not 
compromise the clear accountability linkage between the board and 
its CEO. Disturb board wholeness as little as possible. 


Minimalism 


Traditionally, we speak of boards and committees in the same 
breath. Boards are supposed to have committees, aren’t they? Some 
boards have told me that they determined their size on the basis of 
how many members were needed for committees! And these were 
governing boards with nothing to do but govern; they did not need 
or use committees to make up for lack of staff. Committees can 
serve a useful function, but the propitious path is to start with no 
committees and add them only when they are clearly needed. 
Even then, the choice to establish committees, no matter how 
intelligently made, is not simply a decision about ideal structure. 
There are no right committees to have, no list of correct subdivisions 
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for getting a job done. None of the common committees is indis- 
pensable—not even audit or compensation committees, despite 
recent changes in corporate governance practices. Subdividing the 
board to get a job done is the personal preference of board members 
at the time. A particular mixture of persons may work better or worse 
in subgroups, depending on the members’ personal characteristics. 


Protection of the CEO Role 


Board committees are established to aid the process of governance, 
not management. This simple rule safeguards the board-CEO ac- 
countability relationship. When board committees are assigned 
tasks that make them oversee, become involved in, or advise on 
management functions, it becomes less clear who is in charge of 
these activities. Personnel, executive, and finance committees are 
habitual offenders. The CEO role deteriorates as a result of these 
committees’ well-intended interference. The board’s ability to hold 
the CEO accountable deteriorates apace. 

Unfortunately, many board committees are actually designed to 
be involved in staff-level issues. This is bound to occur when the 
boards themselves are involved below their level. The problem 
seems even greater in committees than in full boards because of the 
belief that committees should be involved in details and because of 
the traditional committee assignments. 


Level of Work 


It is widely accepted that committees should delve into more detail 
than the board as a whole. To boards that insist on acting on staff- 
level issues, forming a subgroup to work through the details may 
well make sense. But to the extent that boards extricate themselves 
from staff work to do board work, this need evaporates. If the com- 
mittee is to help the board do its proper work, working at the lower 
level is neither appropriate nor helpful. 

Board committees should work at the board’s level, not below 
it. With respect to policymaking, the best contribution a committee 
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can make is to prepare board-level policy issues for board delibera- 
tion. With respect to the nonpolicymaking aspects of a board’s job 
(for example, linkage to ownership or fundraising), committees may 
deal with details, though even then not in areas that have been del- 
egated to staff. 


Topics 


Just as board policy types need not reflect management divisions of 
labor or administrative categories, there is no reason for boards to 
form subgroups based on administrative categories. When boards 
create committees with titles that duplicate staff functions, those 
committees can be expected to drift into staff work. Personnel com- 
mittees automatically work at the staff personnel officer level. 
Finance committees usually slip into a comparable trap. Committees 
dealing with specific staff programs will likely find themselves deal- 
ing with staff-level management issues concerning those programs. 


When a board committee works at the staff level, the crisp board- 
CEO-staff chain of accountability disintegrates. Look at the rela- 
tionship between the committee and affected staff. For whom does 
the staff work—the committee or the CEO? If the staff works for the 
CEO, then it cannot take direction from the committee (otherwise, 
the CEO can hardly be held accountable for the outcome); yet such 
direction, more or less subtle, does take place. If the staff works for 
the committee, then there is no true CEO because the board has 
chosen to delegate to staff through more than one channel. 

Some boards protest that such committees exist only to advise 
staff, thereby making good use of the special skills of board mem- 
bers. But advice to staff by committees—or even by the full board— 
is suspect. Although offering advice (as opposed to giving 
instructions) may be a committee’s honest intention, the staff mem- 
bers are seldom so sure. Boards may easily overlook the lack of clar- 
ity, but staffs rarely escape its consequences. Staff members are loath 
to treat committee input as they would true advice—that is, advice 
with no strings attached. 
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What does one do with advice from the boss? If it is merely 
advice rather than a directive, there is no obligation to pay atten- 
tion. If it is merely advice, advisees are within their rights to dis- 
pense with one set of advisers and select another or no one. If it is 
merely advice, the staff members may, by not attending meetings or 
reading reports, effectively disband the committee. If it is merely 
advice, the board will not think ill of its staff for these rebuffs. If the 
board has made ends and executive limitations clear, evaluation of 
staff members—even informal evaluations—on the basis of their 
acceptance of advice is not only superfluous but pernicious. 

Advisory mechanisms should be totally within the control of 
advisees. Staff members who want advice should obtain it however 
they deem best and from anyone they choose. Staff may ask board 
members for advice, as long as all parties understand the advice 
given is informative, not directive. Board members can advise freely 
as long as that counsel is not misconstrued as subtle orders. Estab- 
lishing formal board committees to advise staff, however, is not only 
unnecessary but damaging. Susan McGillicuddy, elected trustee in 
Meridian Township, Michigan, was pleased that “our staff now don’t 
have needless and duplicative subcommittee meetings and have 
been the backbone [of] our achievements.” 

Policy Governance rules for committees hinge on committees’ 
origin rather than their composition. So a board committee belongs 
to the board and a staff committee to the staff, regardless of who is 
on the committee. Therefore, a board committee of both board and 

WANT MORE? staff composition would follow board committee rules and 
4 guard against slipping into staff-level issues. Board com- 
a | mittees need never relate directly with staff except to gather 
intelligence for use in subsequent board deliberations or for board- 
authorized staff support. 


Board Holism 


No common practice so threatens board wholeness as the tradi- 
tional approach to committee work. Let us consider how commit- 
tees’ work can be useful to a board at minimal cost to its unity. 
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Traditionally, boards with a great many decisions to make have 
found it natural to divide their labor. Several committees working 
simultaneously can digest and form solutions for several times as 
many problems as can the board working as a whole. Each commit- 
tee works as a board in microcosm, studying, debating, formulating, 
and finally arriving at a course of action and recommendations for 
adoption by the board. 

What does a board do with recommendations originating from 
its several committees? It can review each committee’s entire 
process so that all board members understand and participate in the 
problem-solving experience; however, to do so would unnecessar- 
ily duplicate committee work and, in fact, obviate the need for com- 
mittee work. So, by and large, committee recommendations are 
accepted. To avoid feeling like rubber stamps, board members may 
ask a few questions and put the committee on the spot before they 
give approval. Most board members accept that they do not know 
as much about issues handled by committees of which they are not 
a part. Unless there is reason to believe the committee is incompe- 
tent or biased, they accept the recommendations. 

In reality, then, the board does not aggregate its values across a 
wide range of governance topics. It aggregates the values within com- 
mittees on one topic at a time: the values of Liza, Erin, and Hannah 
about personnel; the values of Rachael, Martin, and Richard about 
finance; the values of Terry, Buckley, Tanya, and Jennifer about pro- 
grams, and on and on. On the surface, the board is fulfilling its obli- 
gation to speak with one voice, but in fact, except for a relatively 
perfunctory approval vote, there is no board. There is only a group 
of congenial miniboards, inappropriately importing into governance 
a method that would be quite rational in a workgroup. 

A governing board’s responsibility is to create an integrated set 
of values that, taken together, cradle or encompass the nature of 
organization. Proper governance is not a piecemeal endeavor. 
Whole-board decision making tends to illuminate the dark corners 


where staff or individual board members can exercise undue power 
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by pushing an idiosyncratic agenda. The only way a board can create 
unified policies is to do so as a whole body. Fortunately, when a board 
attends to the larger policy issues and refrains from prescribing exec- 
utive methods, its job becomes manageable and the board can make 
decisions as a whole. The quality of the policies thus created reflects 
the value coloration of the entire governing body across all topics. 

Consequently, board committees, when they are needed to assist 
the board in decision making, should do preboard work, not subboard 
work. They may work on matters before the board does, but at the 
board level. They should not work below the board level—in other 
words, at staff level. But if bringing a recommendation to the board 
does not support board holism, then what is effective “preboard” 
work? In boards that govern by policy, most committee work relates 
to board decisions about policy. A minor part of board work is doing 
rather than saying, and in these “doing” instances, committees can 
be used to accomplish an objective as long as their work does not 
overlap with that of the CEO. 

Examples of “doing” jobs for a board committee might be choos- 
ing a venue for the annual meeting or designing a training program 
for board members. This kind of doing, because it is restricted to 
functions that belong solely to the board, causes no role conflict 
with the CEO. For this discussion, however, I consider only what 
committees can do to help boards create policy. 

If a board is to deliberate and adopt a policy position, it will do 
a better job if several options are available. Having only one option 
is a flaw inherent in the recommendation practice. The availabil- 
ity of several alternatives, however, will not necessarily lead to an 
intelligent choice unless the board is aware of the implications of 
each option. In other words, the board needs to know the choices 
and the consequences of these choices. Only then can it ponder, 
debate, and vote intelligently. 

A useful preboard job product of a committee is just such a 
recounting of policy alternatives and their implications. To produce 
alternatives and implications for the board, the committee must 
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proceed through several careful steps. Assume that some problem, 
opportunity, or situation has arisen. The matter may have been 
assigned to the committee by the board or the committee may have 
come across it in the course of related work. 

The committee’s first task is to clarify just what the board-level 
issue is. Determining the appropriate question makes it possible to 
search for optional answers. The committee must be certain that it 
is addressing the correct issue, for it is not uncommon to spend 
prodigious time probing the wrong issues. Issues are incorrect when 
they belong to someone else or when they have been inadequately 
formulated—for example, when an issue has been stated at an inap- 
propriate breadth. The committee then seeks alternative policy 
wording available to the board in answer to the issue. Next, the 
committee investigates the implications of each policy option in 
terms of cost, public relations, productivity, and other factors. 

Relevant implications will shape how the emerging policy is for- 
mulated, so they must be approached thoughtfully. Staff may be 
called to assist, not in selecting a course of action but in ensuring 
that available options and important implications have not been 
omitted. External help may prove useful as well; the board’s audit- 
ing firm, for example, may have helpful input regarding implications 
for specific financial options under consideration. The committee’s 
product, then, consists of policy options and their implications. 

Board members discuss, persuade, and vote. There is no com- 
mittee choice to rubber-stamp, nor does the board redo what the 
committee has already done. No recommendation is necessary. 
(The committee may express its preferred option, but doing so 
would be of little utility.) In this process, the committee’s job and 
the board’s job are sequential and separate. Because all board mem- 
bers know the relevant implications of each option, a member not 
on the authoring committee is just as capable of casting an in- 
formed vote as anyone on that committee. Using a clearly pre- 
sented survey of options and implications, then, the board makes 
a choice as a board. 


Officers and Committees 


Remember that boards that govern by policy need not deal with 
a flurry of never-ending details and low-level issues. They have the 
time to make fewer, though broader, decisions reflectively. Though 
they deal with massive value conflicts, these are not boards that 
react to every staff crisis or that feel nothing should go on that they 
do not know about. Boards that govern by policy can afford ade- 
quate preparation and wide-ranging board consideration of strate- 
gic interests. 

The Bissell Centre board’s policy on committees (Exhibit 8.2) 
protects the executive director’s relationship with the board. Note 
that the policy attempts to prevent committees from becoming 
overly identified with any single area of organization, a common 
cause of the unofficial, topic-specific “miniboards” that some boards, 
unfortunately, allow to develop. 

My approach to the policy role of board committees places a 
high value on action by the whole board. It values board-integrated 
oversight of large issues more than participation of segments of the 
board in narrow slices of the organization. With this approach, the 
bromide “real work takes place in committees” no longer holds true. 
The board meeting is the place of action. It is not the place for rit- 
ual voting or for carrying out the unnecessary business that clutters 
most board agendas. It is where leaders come together to make lead- 
ership decisions. 


Legitimate Committees 


If board committees should not be tied conceptually or physically 
to the specific divisions of staff labor and staff topics, to what should 
they be related? Which committees might a board use? Recall that 
the policymaking job is divided into four discrete categories. One 
option might be to structure committees around these categories. 
One committee does preparatory work for board choices about 
ends, a second prepares for choices about executive limitations, a 
third prepares for policies about governance process, and a final one 
prepares for policies on board-management delegation. Since the 
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Exhibit 8.2. Bissell Centre of Edmonton, Alberta, Canada 
Governance Process Policy 
“Committee Principles” 





The board may, from time to time, establish committees to help carry 
out its responsibilities. To preserve board holism, committees will be 
used sparingly, only when other methods have been deemed inadequate. 


Committees will be used so as to minimally interfere with the wholeness 


of the board’s job. 


1. Board committees may not speak or act for the board except when 
formally given such authority for specific and time-limited purposes. 
Such authority will be carefully stated in order not to conflict with 
authority delegated to the Executive Director. 


2. Board committees are to help the board do its job, not to help the 
staff do its job. Committees will assist the board chiefly by preparing 
policy alternatives and implications for board deliberation. Board 
committees are not to be created by the board to advise staff. 


3. If a board committee is used to monitor organizational performance 
in a given area, the same committee will not have helped the board 
create policy in that area. This is to prevent committee identification 


with organizational parts rather than the whole. 


4. Board committees cannot exercise authority over staff, and in keep- 
ing with the board’s focus on the future, board committees will ordi- 
narily have no direct dealings with current staff operations. Further, 
the board will not impede its direct delegation to the Executive 
Director by requiring approval of a board committee before an ex- 


ecutive action. 





categories are exhaustive, the committee topics are exhaustive. If 
ad hoc rather than standing committees are desired, committees can 
be established whenever a special need arises, then disbanded. In 
either case, the nature of preboard work would be the same. When 
proper principles for committee work are maintained, the actual 
structuring is of less import. The structure may change as the board’s 
need for subgroups evolves. 
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Comments on Traditional Committees 


The approach to board committees that I have presented here dif- 
fers substantially from conventional wisdom. To underscore this 
model’s departure from governance as usual, let us look at several 
frequently encountered committees in light of the new concepts. 


Personnel committees. There is no justification for standing per- 
sonnel committees. After assisting the board on one or two policies, 
personnel committees have no place to go but into staff work. The 
board of an organization with a CEO never has a managerially legit- 
imate reason to establish a personnel committee. But what about 
hiring a new CEO and handling grievances? If these tasks are so fre- 
quent as to require a standing committee, the board has a problem 
that will not be addressed by the establishment of a committee. 

Executive committees. Executive committees are typically used 
to make board decisions between board meetings, an authority 
infrequently bestowed on any other board committee. Conse- 
quently, an executive committee tends to become the real board 
within the board, with debilitating effects on holism. An insider- 
outsider division among board members is not an uncommon 
result; the executive committee “becomes the ‘in’ group of the 
board, with a corresponding loss of interest and attention of other 
trustees” (Haskins, 1972, p. 12). If the board is of a manageable 
size, an executive committee as usually defined is not needed; how- 
ever, circumstances peculiar to a given board may unavoidably 
impose a large board size, and an executive committee may be nec- 
essary in order to get business done. This necessity may arise, for 
example, due to the cost of assembling a large, geographically dis- 
persed board. 

When not established because of board size, an executive com- 
mittee ordinarily arises because of a lack of clarity in the board’s 
delegation of authority to the CEO. Thus, executive committees 
(1) assume prerogatives that should be left to the board, (2) make 
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or approve executive decisions that should be left to the CEO, or 
(3) do both. In other words, executive committees that are autho- 
rized to act must take power from the board or from the CEO or 
both, thus weakening the central authority structure. When board 
meetings are as frequent as monthly, establishing an executive com- 
mittee to make board decisions between meetings is specious. Board 
decisions will not arise that often if the board is proactive and del- 
egates properly. 

Program committees. If the program committee is involved in staff 
implementation decisions, it can be dropped with no loss. But if it 
prepares board-level issues for discussion, then it is in order. Pro- 
gram committees can be legitimate, as I described earlier, doing pre- 
board work with respect to ends. Most program committees I have 
encountered, however, are involved in program means rather than 
program ends, relating their work directly to current and near-term 
staff operations, and thus are inappropriate. 

Finance committees. There is scant justification for finance com- 
mittees, which are much like personnel committees. They can assist 
the board in developing a very few Executive Limitations policies 
on financial matters. After that, they have no place to go but into 
staff work. Sometimes, legitimate board work in fundraising is 
assigned to a finance committee, though the two functions are 
vastly different. In such cases, it would be better to rename the com- 
mittee (calling it, for example, a development committee), so as not 
to invite it into inappropriate activity. With adequate financial 
Executive Limitations policies and the pointed, systematic moni- 
toring described in Chapter Six, boards with CEOs have no need 
for finance committees. 

If, however, the board has retained the function of safeguarding 
endowment or reserve funds, then an executive governance com- 
mittee (to use the term previously introduced) might well be used to 
carry out that task. In this case, the board job description would 
include a fourth value added by the board’s work—for example, 
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“safety and return of reserve funds”; otherwise, the board would have 
no direct responsibility that could be delegated to a committee. 

Nominating committees. The nominating committee exists not to 
help the board create policy but to help it replenish itself or its offi- 
cers. This committee is a proper governance committee and is the 
only board committee that may need to be described and empowered 
in the bylaws, particularly if it is a membership committee (rather 
than a board committee) that selects nominees for the board. 


Traditionally, committees and officers are often used to monitor 
staff performance. Chapter Six argues for monitoring organizational 
performance only against the criteria formulated by board policies. 
If the criteria exist and monitoring takes place as described, the 
need for committees or officers to monitor is all but eliminated. 
Need for a subgroup is often a sign that criteria have not been set 
forth or have not been set forth clearly. If monitoring reports are 
precisely aimed at the policies being monitored, boards can end the 
wasteful practice of using board time in meetings to determine 
whether criteria have been met. Officers and committees can then 
cease their unnecessary work and attend wholeheartedly to helping 
the board put its strategic leadership in order. 


Next Chapter 


Codifying board values and processes is a necessary element in 
enabling board leadership to be all it can be. Chapter Two makes a 
case for governing by policy, but using a new approach to that task. 
Subsequent chapters describe four categories of board policies along 
with implications of the new approach for the board as a whole, 
board officers, and board committees. Real-life policies are presented 
in the foregoing chapters to illustrate discrete policy topics. In the 
next chapter, I demonstrate the flow of policy creation from the 
global level toward more detailed levels—that is, how policies are 
developed through a number of graduated levels. 
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Policy Development by Levels 
Adding Details Judiciously 


E Policy Governance, policies are neither monolithic documents 
nor rhetorical masterpieces. They are statements that are care- 
fully assembled level by level. The concept of policy levels has 
already been explained as a spectrum from the most inclusive, global 
statements to the most specific, focused ones. Policies created in this 
way have a distinctive architecture—an outline format in which 
the preamble carries the most global meaning, with narrower state- 
ments appearing under it and further outline subparts cascading 
when necessary to fulfill the policy’s intent. 


The Crucial Difference Between Levels and Lists 


To make proper use of the concept of policy levels, the board must 
understand how levels differ from lists. It is so common as to be 
ubiquitous in governance publications to list the decisions the 
board is to make alongside the decisions management is to make. 
Because there is an appealing simplicity to dividing the labor in 
this way, few question it. Sometimes the lists go a bit further, dis- 
playing columns in which a checkmark indicates whether a certain 
document or decision is decided by the board, recommended by 
the CEO and approved by the board, decided jointly by board and 
CEO, or decided by the CEO. Of course, division of authority 
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between board and management is done entirely differently in Pol- 
icy Governance. 

Policy Governance recognizes that the board is accountable for 
everything and therefore, in the absence of clear delegation, must 
decide everything. But delegation is not a matter of choosing up 
which burdens will be borne by whom. Between equals, that method 
would suffice. For example, as equals, you and I might agree on your 
accomplishing this part of the total tasks while I achieve the other 
part. If we are related by hierarchy, however, you in the higher posi- 
tion are still accountable for what you give to me to do in my lower 
position. In other words, not only are all jobs yours prior to your del- 
egating to me, but accountability for them remains yours even after 
you've delegated to me. You cannot delegate an obligation you did 
not personally start off having. Thus, in dividing tasks, the board is 
delegating; the board and CEO are not “choosing up.” 

Policy Governance deals with this matter by viewing delegation 
as a series of decreasingly enveloping layers. The board begins with 
all authority and direct responsibility. It can never rid itself of any 
of the total accountability imposed by that fact. But it can make 
decisions at the greatest breadth of the accountability, assigning 
lower levels to management. To preserve its accountability, the 
board must demand (not request or hope) that management use the 
authority thus delegated so that all its smaller decisions remain 
within the board’s broader ones. In other words, the board’s deci- 
sions are all-enveloping when made and remain all-enveloping as 
organizational activities proceed. 

This concept works as long as the board very carefully confines 
itself to the most enveloping decisions (represented in Policy Gov- 
ernance as the broadest policies) and drops into less enveloping 
ones only one level at a time. However many levels of decisions the 
board makes will form an unbroken blanket of decisions that con- 
tain all other decisions by delegatees. This blanket covers every pos- 
sible organizational action, decision, situation, or achievement—the 
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“logical containment” feature of Policy Governance that was dis- 
cussed in Chapter Three. 

Mechanically, these board decisions take the outline form I have 
shown in exhibits throughout the text. Within each policy, there 
may or may not be lists, but such lists are always within a single level 
of policymaking. Moreover, this approach is incompatible with the 
“board approves budget” kind of checklist. Why? A budget is made 
up of many different levels of decisions, from a broad one about the 
relationship to be maintained between revenues and expenses to a 
narrow one about whether hiring cleaning staff is preferred to con- 
tracting with a cleaning company. In the budget format, not only 
can the board not address the broadest levels of decisions, but the 
levels are not even distinctly displayed. One can’t tell which aspects 
of budget the board will decide and which ones it is content to 
allow management to decide. Budget approval is but one illustra- 
tion of how the authorship of decisions is frequently ambiguous in 
traditional decision-making systems. 

It was the Policy Governance model’s unique and clarifying 
approach to distinguishing governance and management decisions 
that first attracted the attention of the Office of Company Secre- 
tary of British Petroleum in 1995, the Australian Department of 
Defense in 2000, and others along the way. This feature of the 
model, according to Monica van der Hoff-Israél, general manager 
of the National Project Implementing Lump Sum Financing in 
Dutch Primary Education, provides “absolute clarity to all parties 
in organizations about who deals with what.” 

The fact that the board moves from broader decisions to nar- 
rower ones helps in knowing which issues are appropriate for the 
board’s agenda. As shown in Figure 9.1, issues that are slightly nar- 
rower than ones already committed to board policy are appropriate, 
because the board always has the right to move toward greater 
detail. But narrower issues than that are not appropriate for board 
decisions, because deciding those smaller issues would involve 


241 


242 


BOARDS THAT MAKE A DIFFERENCE 


Figure 9.1. Appropriateness of Issues for Board Decision Making 







Decisions about 
organizational 


Decisions about 
the board’s 


own job 













Decisions about Decisions 
linking governance about management 
to management means 


Note: The policy circle from previous chapters is marked here with board deci- 
sions already made and adopted in policy language (A); decisions at a level cur- 
rently the prerogative of the CGO or CEO but proper for the board to make if it 
wishes to narrow the range of authorized interpretation (B); decisions at a level 
currently delegated to the CGO (C) or CEO (D) that are inappropriate for the 


board to make. 


leaping over intervening broader issues. Not only does jumping lev- 
els destroy the wholeness of the purview delegated to CGO or CEO, 
but it eliminates a natural safeguard against the board’s unneces- 
sarily dipping into a bits-and-pieces style of decision making in 
which the board makes decisions about whatever issues happen to 
catch its attention. 
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Of course, issues in the real world pop up randomly, not organized 
and classified according to the neat Policy Governance categories of 
type and level. Boards must learn how to “abstract up” to broader 
issues that envelop or contain the more specific one that has burst to 
members’ attention. For example, if the board is worried about late- 
working employees going to their cars in a dark parking lot, it would 
abstract that concern up to its value about endangering staff in any 
way. The next level above that one might be the board’s value about 

WANT MORE? prudence and ethics with regard to staff in general, but it is 
1 likely to have already covered that broad issue. Having thus 
a | abstracted up a little too far, the board would then come 
down just a little and discuss policy that would deal with the highest 
form of the issue it has not yet addressed (general endangerment). It 
might or might not choose to adopt such a policy addition. This 
approach minimizes the volume of board decisions and ensures that 
decisions driven by specifics do not leave cracks between the roles. 


Form and Function 


To demonstrate the sequence in which levels of policy are created, 
in this section, I display a series of policies developed by real boards. 


Ground Rules 


Because of the verbal nature of the board’s task, the use and even the 
arrangement of words are important factors in governing. Here are 
a few ground rules for developing and displaying the board’s words. 


Participation and voting. The board can invite anyone to partic- 
ipate in its task of policy creation. Staff members, outside experts, 
persons from other boards, or anyone that the board feels can help 
it make wiser choices is free to play a role in debate. Although it is 
important for the board to be open about this phase, it is just as im- 
portant for it to guard its own right to make the choice. Anyone 
can participate, but only the board will vote. 
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Decision information. In Chapter Six, I described the differences 
among information for decisions, information for monitoring, and 
information for incidental purposes. As the board prepares to create 
policy, its single-minded focus should be on decision information. 
Decision information is of whatever nature and comes from what- 
ever source the board finds appropriate. For example, ends decisions 
might require demographic data, needs assessment data, owner tes- 
timony, staff input concerning operational capabilities and costs, and 
information about what has been possible in similar organizations. 

Boards developing Executive Limitations policies might call for 
information from financial, risk management, or other experts. 
These experts are in a position to understand what can go wrong 
and, therefore, what to prohibit by policy. Because such outside 
experts may be accustomed to traditional governance, they may 
need to learn relevant aspects of Policy Governance before they can 
help effectively. One straightforward approach is to ask the expert, 
“If you were on this board—not in charge of the staff function that 
manages this issue—what would you be worried might happen?” 

Board-Management Delegation and Governance Process policy 
development are directly related to the board’s own means. Adopt- 
ing a fully developed conceptual model of the board’s job will help 
the board answer many questions in these areas. Gathering infor- 
mation about how other organizations function within that model 
may also be a useful exercise. 

Everything in its place. When the board creates policy, it does so 
within one of the four categories of board policy: Ends, Executive 
Limitations, Board-Management Delegation, or Governance 
Process. Policy is not to be created that either (1) falls outside these 
categories or (2) crosses these categories. Either flaw would reveal 
that the board is not rigorously defining its task. Any legitimate sin- 
gle governance issue can only be in one of the categories, not sev- 
eral. Furthermore, board members will often need to translate the 
organizational issue they want to address to a higher level (“abstract 
up”) before dealing with it. Normally, policy issues are not gener- 
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ated from events in an organization but rather from the board’s stud- 
ied consideration of its leadership task. Thus, the board would usu- 
ally create policy proactively, but on infrequent occasions it might 
do so in reaction to considerations it had overlooked until it was 
stimulated by some current event. 

Proceeding from the top down. A board addresses policy issues by 
beginning at the global level and only proceeding to more detailed 
levels after the top level is complete; the written policies reflect this 
progression. Thus, a policy may consist of only a single sentence. Or 
it may consist of the single sentence that forms a preamble, followed 
by one or more statements (which I’ve designated with numbers), 
each of which either stands alone or is followed by further indented 
substatements (designated with letters). Theoretically, there is no 
limit to how far this sequence can go. Pragmatically, the limit is 
encountered rather quickly, for as the board goes into greater detail, 
the workload involved—carefully gathering information on all 
options, then debating and voting at each step—grows geometrically. 

Meticulous care. Because board policy has an extensive multiplier 
effect, it must be created with care and exactitude. The board’s poli- 
cymaking process needs to be akin to a commercial airline pilot’s fil- 
ing a careful flight plan rather than deciding routes as the mood 
strikes him or her along the way. A well-designed policy is a lever that 
multiplies the board’s effort, providing immense power. Archimedes 
said that if he had a lever long enough and a place to stand, he could 
move the earth. Due to its power, well-designed policymaking 
imposes a burden of precision greater than most boards are accus- 
tomed to. 


Format 


The format of the policies shown in this chapter demonstrate the 
hierarchical structure in which the broadest principles are voiced 
first, while those addressing a greater level of detail come later, in 
order from broadest to narrowest. This physical layout of board poli- 
cies follows from the theory of expressing board values from larger 
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to smaller. This format can help boards create clear, adequate orga- 
nizational policies. It encourages a way of thinking about organiza- 
tional concerns from the top down, starting with large issues, 
working down through smaller ones, and leaving the rest of the 
decision-making field free. In this free field, the CEO can make 
choices about ends and means and the CGO can make decisions 
about how the board operates and how the mechanisms of board- 
management linkage work. Let’s look at how language is shaped 
into policies that leave only the amount of ambiguity the board 
intends. 


Examples of Policy Expansion 


I will demonstrate the sequence of expansion from a global policy 
to ones of greater detail, first in Ends, then in Executive Limitations. 
I will assume that the board has decided to use serial numbers for 
organizing its policies. A serial number approach is a matter of con- 
vention, one chosen to make policy designations simpler to handle. 
In the scheme used here, the prefix indicates the policy category. 
Quite arbitrarily, 1 indicates Ends and 2 indicates Executive Limi- 
tations (although it is not shown in this illustration, 3 might indi- 
cate Board-Management Delegation and 4, Governance Process). 
Therefore, the most global Ends policy is numbered 1.0 and the 
most global Executive Limitations policy is 2.0. This numbering sys- 
tem is not a matter of Policy Governance principle but of board 
convenience. 

As the board expands policies in each category, it assigns dec- 
imal suffixes. A policy just a bit more narrow than the broadest 
Ends policy might be 1.1, while another policy that is no more 
narrow but on a separate subtopic might be 1.2. Regarding policy 
maintenance, I suggest adding a letter suffix to subsequent ver- 
sions as amendments occur. Quick checks of board members’ 
board books can then ascertain whether everyone has the most 
current policies. 
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Ends Policy Development 


To illustrate the sequence of policy growth, Exhibit 9.1 shows where 
a progression of Ends policy development began for the board of 
LifeStream Services, located in Yorktown, Indiana. Another board 
or, indeed, this same board in ten years might aim the organization 
toward very different ends. The rule, remember, is that the CEO is 
empowered to use any reasonable interpretation of the board’s words. 

LifeStream Services did not create titles for their policies. Other 
boards may choose to use titles for each. The matter is cosmetic, 
since the title itself carries no weight as policy direction. The global 
Ends policy is often called “Purpose,” “Mission,” “Basic Purpose,” 
“Macro-Ends,” or another title chosen by the board. Only the sub- 
stance of the policy matters. 

If the board had stopped at the global level of Ends policy devel- 
opment shown in policy number 1.0 (Exhibit 9.1), it would have 
left open a wide range of CEO prerogatives, indeed—not only about 
the cost of results but about the nature of the results themselves! 
The board is obligated to accept as successful any achievement that 
can be considered a reasonable interpretation of the board’s policy 
language. 

Policy number 1.1 (Exhibit 9.2) shows that the board decided 
to augment its broad language. The board must have felt that not 
doing so would leave an untenably wide range of choice to the 
CEO. Note that the numbered parts are parallel issues, each a level 
of abstraction below the statement that stood alone before but has 


Exhibit 9.1. LifeStream Services, Yorktown, Indiana 
Global Ends Policy 
Policy No. 1.0 





Older and disabled persons in the LifeStream service area will live 
secure, productive, and independent lives at a cost to LifeStream 


comparable with similar organizations. 
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Exhibit 9.2. LifeStream Services, Yorktown, Indiana 
Global Ends Policy Extended to a Second Level 
Policy No. 1.1 





Older and disabled persons in the LifeStream service area will live 
secure, productive, and independent lives at a cost to LifeStream 


comparable with similar organizations. 


1. Communities will demonstrate that they value aging. 


2. Community members will have knowledge and skills to prepare for a 


secure and healthy old age. 


3. Older and frail persons will have resources to maximize their quality 


of life. 





now become a preamble. This board has not taken the opportunity 
to give a sense of its priorities among these second-level ends state- 
ments. Having not done so, the acceptable priorities are any rea- 
sonable interpretation of priorities the CEO wishes to use. The 
LifeStream board, however, decided not to stop at the second level 
but to go still further. 

As to format, the board could simply continue the outlining for- 
mat on the same page, putting more material under the three sec- 
ond-level items found in Exhibit 9.2. That is certainly workable, 
but for ease in handling the policy documents, boards have usually 
found separate sheets preferable. Choosing this format, the 
LifeStream board went to separate pages to extend their policies to 
a third level. On each of these added pages, the lowest level of the 
previous policy becomes the preamble of a policy dealing with only 
one subtopic. LifeStream’s separate-page method is displayed in 
Exhibits 9.3, 9.4, and 9.5. 

Of course, the LifeStream board could have gone into even fur- 
ther detail, but it chose not to. Why? Because it felt that at the level 
of detail reached in Exhibits 9.3, 9.4, and 9.5, any reasonable inter- 
pretation the CEO might use would be acceptable. In making such 
policies, the depth and content will vary from board to board. The 
only constants are the principles of governance that are followed 
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Exhibit 9.3. LifeStream Services, Yorktown, Indiana 
Second-Level Ends Policy Extended to a Third Level 
Policy No. 1.2 





Communities will demonstrate that they value aging. 


1. Community environments will be functioning for the aging. 


2. Community resources will be allocated appropriately to meet needs 


of the aging. 
3. The community will recognize the contributions of older persons. 


4. Communities will involve older persons in decision-making. 





Exhibit 9.4. LifeStream Services, Yorktown, Indiana 
Second-Level Ends Policy Extended to a Third Level 
Policy No. 1.3 


Community members will have knowledge and skills to prepare for a 


secure and healthy old age. 


1. At risk seniors and persons with disabilities will have knowledge, 
skills, and resources to successfully remain in the home of their 


choice. 


2. Caregivers will have knowledge, skills, strengths, and resources to 


successfully cope with caring for a loved one at home. 


3. Older persons will have the knowledge and skills to effectively use 


the legal and law enforcement systems. 





Exhibit 9.5. LifeStream Services, Yorktown, Indiana 
Second-Level Ends Policy Extended to a Third Level 
Policy No. 1.4 





Older and frail persons will have resources to maximize their quality 


of life. 
1. Seniors and older persons with disabilities will have improved 
nutritional health. 


2. Older and disabled persons will be satisfied with their social, 


emotional, and spiritual well-being. 
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through every step, including the commitment to stop at the point 
at which any reasonable interpretation is acceptable. 


Executive Limitations Policy Development 


Executive Limitations policies begin with a prohibition that is broad 
enough to cover all possible circumstances and activities that the 
board would find unacceptable. After that point, Executive Limi- 
tations policies follow the same path of development as the one just 
shown for Ends policies. It all starts by couching the global state- 
ment carefully, perhaps as in policy number 2.0 (Exhibit 9.6) of 
Unnamed Pension Fund. (I am obliged to protect the anonymity of 
the board that adopted this policy.) While the board can stop at this 
level if it is willing to accept any reasonable interpretation of these 
words by the CEO, it would be extremely rare for a board to do so. 

Exhibit 9.7 illustrates policy number 2.1, an extension of the 
global policy into the second level, focusing on the board’s limit of 
acceptability as it relates to preservation of capital. Policy number 
2.1. is a topic-specific detail that constitutes a level just under global 
policy number 2.0. The board has made the clerical choice to sepa- 
rate this policy from the global policy shown in Exhibit 9.6 instead of 


Exhibit 9.6. Unnamed Pension Fund 
Executive Limitations Policy 
Policy No. 2.0: “Global Executive Limitations” 





The CEO shall not cause or allow transactions, activities, circumstances, 
or decisions in or about the organization to be imprudent, unlawful, or 


in violation of commonly accepted business and professional ethics. 





Exhibit 9.7. Unnamed Pension Fund 
Executive Limitations Policy 
Policy No. 2.1: “Preservation of Capital” 





The CEO may not fail to preserve capital investment and investment 
returns sufficient to secure statutory payments and ancillary benefits to 


pension system participants over the long term. 
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displaying it as a subpart of that policy. As always, the board could 
have stopped at this level of detail, if it had been willing to allow its 
CEO to use any reasonable interpretation of this narrower policy. 

The board of Unnamed Pension Fund chose to extend its policy 
from the second level into two further proscriptions at the third level. 
The original policy number 2.1 was augmented to include a further 
level on the same topic. Exhibit 9.8 shows how the policy looked at 
this stage. But deciding not to stop at this point, the board went into 
still further detail (the fourth level) on the same topic, yielding the 
policy in Exhibit 9.9. (Because the board was amending its policy no. 
2.1, the subsequent amended policies were numbered 2.1a and 2.1b.) 

During the development of the policy’s final depth and content, 
there was disagreement among board members about both the depth 
and the content at each level. But the policy represents what the 
board officially adopted, so the CEO can be assured that he or she 
need not be concerned about what individual board members 
thought. He or she will be judged based only on what the board 
finally adopted. The opinions of dissenting members have been 
heard, but only by their board colleagues, not by the CEO. 

As with Ends policies, the board can augment any of the Exec- 
utive Limitations policies, as long as the addition (1) proceeds from 
the global policy (2.0) and (2) moves toward more detail only one 


Exhibit 9.8. Unnamed Pension Fund 
Executive Limitations Policy 
Policy No. 2.1a: “Preservation of Capital” 





The CEO may not fail to preserve capital investment and investment 
returns sufficient to secure statutory payments and ancillary benefits 
to pension system participants over the long term. Further, without 
limiting the scope of the foregoing by this enumeration, the CEO 
shall not: 


1. Allow asset allocation that varies materially from that consistent 


with full funding of future benefits as described in Ends policies. 


2. Fail to maximize investment earnings within asset classes. 
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Exhibit 9.9. Unnamed Pension Fund 
Executive Limitations Policy 
Policy No. 2.1b: “Preservation of Capital” 





The CEO may not fail to preserve capital investment and investment 
returns sufficient to secure statutory payments and ancillary benefits to 
pension system participants over the long term. Further, without limiting 


the scope of the foregoing by this enumeration, the CEO shall not: 


1. Allow asset allocation that varies materially from that consistent 
with full funding of future benefits as described in Ends policies. 
Varying materially is further described as: 


A. In US Equities, variance from a target of 40% by more than plus 


or minus 2 


B. In International Equities, variance from a target of 15% by more 


than plus or minus 2 


C. In US Fixed Income, variance from a target of 30% by more than 


plus or minus 4 


D. In Real Estate, variance from a target of 14% by more than plus 


or minus 2 
E. In Cash, variance from a target of 1% by more than plus 2 or minus 1 


In Venture Capital and other classes not otherwise specified in 
this policy, variance from a target of 0% by more than plus 1 
2. Fail to maximize investment earnings within asset classes. Failure 

to maximize is further defined as 

A. In US Equities, failure to meet or exceed Standard & Poor’s 
Super Composite Index by 50 basis points 

B. In International Equities, failure to meet or exceed MSCI All 
Country World Ex-US Index by 100 basis points 

C. In US Fixed Income, failure to meet or exceed Salomon Smith 
Barney Broad Investment Grade Index by 50 basis points 

D. In Real Estate, failure to meet or exceed PERS Custom Real 
Estate Index by 100 basis points 


E. In Cash, failure to meet or exceed Three Month US Treasury Bill 
by 10 basis points 
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level at a time. The same discipline applies to policies in the Board- 
Management Delegation and Governance Process categories. They 
expand in exactly the same way, so I will only describe them rather 
than display examples of the policy expansion. 


Board-Management Delegation Policy Development 


In like manner, the board policy that sets the stage for the gover- 
nance-management relationship is a global statement. The global 
policy (let’s call it 3.0) would probably establish that the official 
connecting link from governance to operations is a single chief 
executive officer, titled however the board chooses. (The CEO’s 
title is immaterial, but the nature of the job is crucial.) Further pol- 
icy development might add definition to the method of delegation 
and the method of monitoring performance. Some examples are 
shown in Chapter Six. Remember that the CGO is granted the 
authority—and with it the obligation—to interpret and further ful- 
fill the board’s words in this category. 


Governance Process Policy Development 


This category, dealing as it does with the board’s own job, begins 
with a global description of the purpose and role (let’s call that pol- 
icy number 4.0). The global level is likely to focus on the board’s 
key role as a link in the chain of command (the chain of moral 
authority) between owners and operators. 

Further policy expansion in governance process is likely to address 
the board’s commitment to a certain discipline in its operations, the 
precise values added by the board’s activities, a code of conduct, and 
so forth. Some examples are shown in Chapters Seven and Eight. The 
CGO is granted the authority—and with it the obligation—to inter- 
pret and further fulfill the board’s words in this category as well. 


The Importance of Format 


Policy architecture goes beyond the merely cosmetic. It is an impor- 
tant device, a “terraced” policy format that keeps clear at all times 
how broadly and how narrowly the board has expressed itself on 
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various topics. It follows, then, that the process of developing poli- 
cies of this sort is itself an important skill of board leadership. For 
example, because a multilevel policy is the concrete manifestation 
of the theoretical broad-to-narrow mapping of a board’s values, the 
board should know how to avoid skipping levels. There must be 
content at every level. It is not a level of policy, for example, to sim- 
ply introduce the next lower level. If it does this, the board fools 
itself by masking that it has actually jumped a level and has forfeited 
the ability to find out that the lower levels might not be necessary at 
all. I will leave this more advanced topic of policy writing to the 
explanations in Reinventing Your Board (Carver and Carver, 1997c; 
second, revised edition, 2006), which guides a board through the step- 
by-step sequence of arriving at its own tailored versions of policies. 


The Continuing State of Policies on the Policy Circle 


In earlier chapters, I used the policy circle to illustrate the rela- 
tionship of the four categories of policies and multiple levels of poli- 
cies. When the board has addressed each category to the depth at 
which it is disposed to accept any reasonable interpretation of those 
policies, the board has built a small body of policies that express all 
the board’s relevant values. The resultant body of policies “sur- 
round” all other decisions, situations, and activities, goals, objec- 
tives, and plans, as depicted in Figure 3.4. Of course, the depth of 
policies shown in Figure 3.4 is not intended to portray the right 
depth, but is only one example among many possibilities. 


Next Chapter 


After designing a technical framework to meet the governance chal- 
lenge, a board must confront the hard part: making it work with real 
human beings in real situations. Too often, board dreams are shaped, 
constrained, and thwarted by meandering, crowded, and pressing 
agendas. Board dreams, unhappily, are too often regulated, if not 
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determined, by their agendas. In Chapter Ten, I will consider how 
governing board members can ensure that their agendas and dis- 


cussions serve their dreams. 


WANT MORE? 


mal 


Further Reading 


1. Carver, J. “Abstracting Up: Discovering the Big Issues Among the 
Trivia.” Board Leadership, 1994a, no. 15. Reprinted in J. Carver, John 
Carver on Board Leadership. San Francisco: Jossey-Bass, 2002. 
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Making Meetings Meaningful 


Creating the Future More Than 
Reviewing the Past 


E striving for excellence and struggling to conserve time, boards 
are compelled to use their energy and talent more precisely. The 
central resource in governance is the wisdom with which board 
members enter the boardroom. Eliciting this wisdom on the right 
issues, at the right time, and in the right form is not easy. Crowded 
agendas, scattered discussions, and all the familiar weaknesses of 
group behavior conspire against the efficient use of board energy. 

Like the parent of a two-year-old, the governing board knows it 
has power but never quite feels truly in charge. Because of inade- 
quate information, the changing rules of external authorities, a staff 
that is more knowledgeable than the board about organizational 
activities, and time constraints, the board may appear to be the seat 
of organizational power in theory more than in fact. The traditional 
mechanisms that are intended to help board members feel they are 
more on top of things and more involved can themselves drive 
boards even further afield. 

In this chapter, I look at how it is possible to accomplish a large 
job, one built almost entirely on the use of words, in a small amount 
of time. I then discuss the care a board must exercise in selecting sub- 
ject matter, especially in instances in which outside expectations dic- 
tate poor use of board time. Next, I explore the formal, planned use 
of board time as manifested in agendas. Having dealt with economy 
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in the use of time, I turn to the central goal of board discussion— 
transforming diverse voices into a single voice. I end the chapter 
with a brief consideration of board meetings conducted according 
to the Policy Governance model. 


Managing a Talking Job 


Even though governance consists almost entirely of talking and 
leaving action to others, boards have precious little time in which 
to do their job. Even a liberal average of six hours per month yields 
less than two regular work weeks in an entire year. There is little 
WANT MORE? room for inappropriate or wasteful activity when a year’s 
1 governing must take place in such scant time. Even in small 
| organizations, the number of possible items for learning, dis- 
cussion, and decision is far greater than the available time will 
allow. Just because a topic is important is not reason enough to deal 

with it; there are too many important topics. 

To further complicate the use of time, each board member has 
favorite interests to explore or points to make. On large boards, 
enabling all members to have their say can slow the process to a 
crawl. It is not uncommon for boards to adopt unstated strategies 
that deny members this right, not because anyone seeks to throttle 
them but because giving members this leeway consumes too much 
time. As conventional board agendas are wide open to topics of staff 
means, board actions can easily become a laundry list of individual 
members’ operational interests. 

Boards fall prey to the same clean-the-desk syndrome that afflicts 
individuals. In the face of overwhelming choices among competing 
and profound values, it is attractive to fall back on doing menial work. 
For an individual, that may entail nothing more harmful than the 
diversion of cleaning his or her desk; for a board, it is likely to mean 
dabbling in details. Damaged delegation aside, the distraction robs 
the board of precious time, the more so because boards are able to 


convince themselves that such diversions constitute being involved. 
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There are always staff members who are eager to use board time 
for show-and-tell. Diversion is particularly inviting because the 
topic seems legitimate. Staffs are proud of their work and want to 
talk about it. Attracting praise or even notice from the board can 
be very rewarding. Tradition fails to warn boards that faithfully lis- 
tening to staff reports may not be governance at all. 

External authorities demand board time. They do so sometimes 
for legitimate reasons but often because of a dysfunctional con- 
struction of governance. An example is the raft of inappropriate 
actions demanded of local school boards by legislatures and of many 

WANT MORE? private social service agencies by their certifying bodies. For 
2 public and nonprofit boards receiving public money, the 
mal] lawfully required wastes of time not only plunder the re- 
source of board talent but also jeopardize the tenuous psychology of 
strategic thinking. 

In the few hours that remain after such diversions, a board’s 
expression of visionary leadership is thoroughly unlikely. Tradition, 
time, and available diversions are stacked against real leadership. 
“Surely,” observes Gene Royer, speaking of boards of education, “our 
forebears . . . did not envision our taking on all these combined 
chores and cramming them into a two-hour meeting once or twice 
a month” (Royer, 1996b, p. 61). This budget needs to be approved. 
This grant must be signed and sent right away. Financial reports are 
to be reviewed. A roof needs to be repaired. An aspect of the group 
insurance needs to be changed. Staff cost-of-living increments and 
merit raises must be sanctioned. Time’s up. Perhaps we can get 
around to strategic leadership next year. A surfeit of insistent 
demands makes a mockery of boards’ yearning for the long view. 


Choosing the Issues 


The board’s job is a verbal task. The school board coaches no bas- 
ketball teams. The county commission constructs no bridges. The 
hospital board cures no patients. The symphony board conducts no 
music. The board’s job is not to coach, construct, cure, or conduct. 
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The board talks. Debating, clarifying, and enunciating values are 
talking tasks. 

Words are the board’s tools. When the job is one of words, there 
must be discipline in the talking. That discipline involves what is 
talked about, how the talking occurs, and when it is done. It is not 
acceptable to talk about any issue that might come up. It is not ac- 
ceptable to talk about an issue in whatever way is desired. It is not 
acceptable to talk about an issue at an inappropriate time. Boards, 
as trustees for the interests of others, have no more right to converse 
randomly than employed lathe operators have to cut whatever piece 
of metal strikes their fancy. When boards wander aimlessly, they are 
as negligent as the professional shortstop who decides that right field 
is a nicer place to be today. Boards cannot simply address any topic 
in any way they wish at the moment and hope to excel. 


Screening Form Before Content 


Screening issues prior to board discussion brings process criteria to 
bear on board meetings. Boards can resolve the question “What will 
we allow ourselves to talk about?” before specific issues arise and 
their enthusiastic sponsors obscure the discipline that could have 
been exercised. Michael Brandau, a former member of the Beaufort 
County Board of Education in Beaufort, South Carolina, observed 
that it is important for board members to “understand the powerful 
tools the Policy Governance model provides” and “the commitment 
and discipline the model requires.” The board needs to address the 
matter of its discipline in a Governance Process policy. Instituting 
such a policy enables a board to judge an issue against criteria for 
appropriateness before including it on the board’s agenda. It is 
important that no one start speaking to the content of the issue 
before dealing with its form. 

The first screening question is “What category does this issue fall 
into?” Is it an issue of intended effects in the world? An executive 
means issue? An issue of the governance job itself? Or an issue of 
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board-executive linkage? Answering this screening question con- 
cretely labels the issue as one of ends, executive limitations, gover- 
nance process, or board-management delegation. 

The second screening question is “Whose issue is it?” If the issue 
belongs to this organization at all, it should be clearly owned by 
either the board or the CEO. If the issue belongs to a staff member 
other than the CEO, as far as the board is concerned, it belongs to 
the CEO. So the question before the board is, simply, “Is this issue 
yours or mine?” Finding that an issue is “yours and mine” bespeaks 
unclear criteria or an issue whose phrasing needs to be untangled. 
Beware of “shared responsibility”; shared likely means shirked and 
almost certainly means sloppy. In a good system, there are no orphan 
issues. They all belong somewhere. 

The third screening question is “What has the board already said 
in this category, and how is the issue at hand related?” This question 
looks not only at the content of existing board policy but at the 
breadth or level of that policy. Content is inspected to determine 
(1) whether the board has already dealt with the issue and, if so, in 
what way and (2) whether the issue at hand is several levels of 
abstraction below current board policy or simply the next level lower. 
If the board has already addressed the matter, then the only relevant 
question is whether the board wishes to change what has already 
been said. If the issue at hand is several levels below the current 
board policy level, the task is to reframe the issue (underscoring, 
once more, the useful skill of abstracting up) so that it is conceptually 
adjacent to previous policy. 

One way to do this is to ask, “What is the broadest way to 
address this issue so that it is still at a lower level than the board 
policy we already have?” Having answered that question, the board 
should ask, “Will that suffice to deal with our concern?” If not, the 
board repeats the process. For example, let’s say that the board has 
a policy prohibiting the CEO from paying staff compensation that is 
“materially greater than the market rate.” This policy would fall just 
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below, or would be “conceptually adjacent” to, the broadest policy 
of the Executive Limitations category: “Allow no practice or cir- 
cumstance that is unethical or imprudent.” 

Let us assume that a board member expresses concern that “mar- 
ket” can mean the local or national market or a special segment, 
such as the professional market. Perhaps there is a worry that with 
respect to clerical salaries, political problems will arise if the orga- 
nization is out of line with local governmental scales. Although the 
board member does not want to limit the CEO to the local market 
in seeking people to fill positions, the member is convinced that 
market is unacceptably broad in light of this political worry. A 
majority of the board may feel comfortable with the level of pro- 
scription that has already been set forth. If a vote reveals that the 
majority is satisfied, then there is no issue. If a majority agrees with 
our concerned member, the compensation policy might be amended 
to read, “No compensation may materially exceed the rate that is 
customarily paid in the applicable market. Local units of govern- 
ment will constitute the market for job classifications that local gov- 
ernments employ.” The board would have, in effect, extended policy 
to a lower, more detailed level, although the policy is still only two 
sentences long. 

These screening checks take surprisingly little time if the board 
uses the configuration of categories and levels described in previous 
chapters. The registry of all board policies creates a values map, 
which the board uses to navigate through the otherwise confusing 
array of established and potential policy issues. Determining the 
placement of any organizational issue with respect to other issues and 
with respect to board and CEO territories is made relatively easy. 

It is out of order for board members to talk about content before 
the form is settled. The obvious reason is that much time could be 
wasted by board members’ waxing eloquent on an issue the board 
should not be deciding anyway. And if the board ends up deciding 
that options and implications are needed for informed deliberation, 
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it would be out of order to begin problem solving before these data 
have been developed, perhaps by a committee. 


Being Ready for Discussion 


The need to obtain adequate data before creating policy can be a 
reasonable cause of delay. There is a danger in waiting, however. 
Boards, like individuals, have a tendency to put off doing an accept- 
able job on something and instead wait forever in order to do it per- 
fectly. Complete information is rarely available, so boards, like all 
managers, must learn to take action with incomplete data. The 
peculiar situation in this case, however, is that the option to put off 
making policy is often an illusion. A board cannot wait until later 
to create policy, for even as it waits, the existing policy—albeit per- 
haps unstated—is in effect. A board can delay changing a policy, 
but it cannot delay the organization’s having one. 

Executive action continues whether or not the values on which 
it is based are stated. If those actions are consonant with a previ- 
ously stated board policy, they can legitimately remain unchanged 
until the board alters the policy. If the board does not mind that, 
then a delay causes no harm. If, however, the board is not happy 
with certain actions, even though they are consonant with the old 
policy, a delay merely prolongs the period in which such actions 
must be deemed acceptable. In such cases, the board may adopt a 
tentative policy that approximates a “final” board position. Al- 
though this policy may change soon, it is fully official until then. 

Although rapid policy development can be achieved with suffi- 
ciently capable consulting, Miriam Carver and I explain a step-by- 
step, do-it-yourself method in our book Reinventing Your Board 
(Carver and Carver, 1997c; revised edition scheduled for 2006). 
Policies developed in this way normally need no more subsequent 
revision than policies that have taken much longer to develop. In 
fact, policies formulated after months of work are, in some ways, 
worse. Boards are reluctant to alter policies that have taken them 
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so long to develop! So the more quickly developed policies are just 
as good and, as it turns out, more flexible. Once board members 
grasp the idea of policies as values, they are able to turn their wor- 
ries and intentions into governing documents with little difficulty. 


Rubber-Stamping Responsibly 


It is hard to find champions for rubber-stamping. It enjoys de facto 
popularity while enduring rhetorical derision. Rubber-stamping is 
the relatively automatic approval of another's plan or performance. 
Exactly what that means, however, is not as clear as it might appear 
at first. 

For example, if a board believes that whom department direc- 
tors hire as their secretary is staff business, it follows that the board 
should not be involved in the hiring. Most persons would not con- 
sider such delegation to be rubber-stamping. If for some external 
reason—let’s say the law requires it—employment of secretaries 
must be sanctioned by the board, then it follows that the board will 
be asked to approve a hiring decision. What if the board feels as it 
did before? Would the board now be rubber-stamping if it approved 
the new hires without debate and, in fact, without even reading the 
names? Most persons would call this rubber-stamping. But the same 
degree of governance responsibility was exercised in each scenario. 

Even good delegation appears to be rubber-stamping when the 
delegated action passes across the agenda. School board agendas 
would shrink if the boards delegated sensibly. Antiquated, ill- 
devised laws and tradition require that unnecessary items be on the 
agenda. Because those items are on the agenda, school boards feel 
compelled to probe and publicly comment on a great deal of trivia, 
even though doing so makes no managerial sense. But not to do so 
might subject them to ill-informed charges of rubber-stamping. 

When board members have an uncomfortable feeling that they 
are rubber-stamping, they dig in and study the offending issue, ask 
questions, and stimulate discussion. Such behavior is conscientious 


and is often the wise response, but not always. Sometimes, the more 
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effective, system-improving response would be to question why the 
issue is on the board agenda. Certain items on the agenda should 
be rubber-stamped because the right to make the decision in ques- 
tion ought to be the CEO’s. The revealing question is how a CEO 
decision gets on the agenda in the first place. 


Tradition and Law 


Tradition brings personnel procedures, budgets, plans, and program 
designs to the board for approval in most organizations. In some 
organizations, the list extends to hiring, job descriptions, organiza- 
tional design, and even more mundane matters. These practices are 
often demanded by accrediting bodies because these bodies are 
merely following tradition themselves. Some states require that 
boards of agencies funded by state money approve all payment 
vouchers. Local governmental boards, such as city councils, county 
supervisors, and school boards, must conduct extensive reviews of 
staff operations. Both tradition and law embody a meat-ax approach 
to accountability: to ensure order, virtually all staff activity must be 
passed before the board to be belabored and blessed, even when the 
activity has already occurred! This myopic version of accountability 
justifies disproportionate attention to financial and legal jeopardies 
at the expense of program outputs. It serves accountants and attor- 
neys who would avoid jeopardy far more than it serves dreamers, 
creators, and leaders who would add value to the world. This kind 
of accountability sways boards into spending more time looking over 
their shoulder than over the horizon. 

Mindless rubber-stamping of true board prerogatives is a dere- 
liction of duty. Rubber-stamping of decisions that should be man- 
agement prerogatives is not. Management prerogatives are whatever 
means the CEO chooses in order to accomplish a reasonable in- 
terpretation of board-dictated ends that are within a reasonable 
interpretation of board-dictated executive limitations. If the CEO 
is within these boundaries, then what reason would the board have 
for not approving? Disapproval would mean that the board did not 
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construct its boundaries in a serious way in the first place. On the 
other hand, if disapproval is not seriously considered, why is board 
time needed for approval? 

When board approval is imposed externally, the board is justi- 
fied in intentionally rubber-stamping. That is, it can go ahead and 

WANT MORE? approve as it is required to do (rubber-stamp) and move 
3 on. If the board has truly done its homework and is fully 
aam] convinced that its responsibility has been faithfully dis- 
charged, it need not take the approval seriously, for it is merely an 
empty formality. 

This tactic is similar to the consent agenda that many public 
boards use to speed routine items. It differs in two ways: (1) its origin 
and (2) the mechanics and meaning of removing items. Conven- 
tional consent agendas are intended to isolate routine, noncontro- 
versial actions so that less board time is consumed. The consent 
agenda suggested here has nothing to do with the controversiality of 
an issue or with its routineness. It concerns prior delegation and 
might more accurately be termed an automatic approval agenda. 

Issues placed on the CEO’s automatic approval agenda are 
among the many decisions that the board has already determined 
are in the CEO’s domain. They may not be routine and they may 
be controversial, but they are not board decisions. Any item call- 
ing for board judgment, such as making a policy decision or deter- 
mining that monitoring data are acceptable, would never be on such 
a frankly pro forma agenda. Unlike conventional consent agenda 
items, these items may not be moved from the special agenda to the 
regular agenda at a single board member's request. They are on the 
automatic approval list not to save time but because the board has 
made a conscious decision that these items should not come to the 
board at all. They have shown up as board business only because 
some authority to whom the board is beholden has said they must. 
Therefore, no single board member can have the right to undele- 
gate the matter—that is, to have the item moved from the special 
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to the regular agenda. The board as a whole, of course, does have 
that right. 

Finally, a word about rubber-stamping that is done to coddle 
executive indecisiveness. There are CEOs who do not want the 
responsibility of decision making. To such CEOs, a tradition that 
transfers their responsibility to the board is quite comforting. They 
enjoy hiding behind “but it was the board’s decision.” Boards col- 
lude with these CEOs, thinking that it is kindhearted to let them 
off the hook on “hot” decisions. It is sloppy management design to 
differentiate board and CEO decisions on the basis of the CEO’s 
preference. This practice contributes to diffusion of roles rather than 
to clarity. If the CEO does not or cannot make decisions, the board 
has good reason to question whether it has the right CEO. As a 
rule, the board need never make a decision solely because the CEO 
does not want to make it. When the CEO is not both enabled and 
expected to make CEO decisions, the board is wasting a powerful 


tool and much of its own valuable time. 


Planning the Agenda 


Boards must continually struggle with agenda content: “What do 
we have to do at this meeting?” There is an element of passivity in 
this statement, a hint that boards will put on the agenda whatever 
the exigencies of their world puts there for them. The spokesperson 
for those pressing circumstances is most often the CEO. And as 
some hapless boards have discovered too late, he or she who is the 
oracle through whom the gods speak to the board assumes a com- 
manding position even without malevolent intentions. 

It is common for boards to defer to their CEO on agenda se- 
quence and content. To the extent that a board is needlessly entan- 
gled in staff practices, it is compelled to get its signals from persons 
intimately familiar with staff issues and timetables. Boards become 
so dependent on their staff to fill agendas that many would find 
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themselves adrift without such guidance. “Of course,” they say, “our 
CEO provides most of our agenda content, because she or he is the 

one who knows what is going on around here.” The problem is cir- 
cular: boards are trapped in staff-level issues and therefore need staff 
input as to what those issues are. Staff members are called on to gen- 
WANT MORE? erate board agendas, and therefore board agendas are com- 
4 posed chiefly of staff-level material. Through these actions, 
a | the board’s job is defined as reviewer of staff material, not 
creator of board material. In fact “board material” traditionally 
comes to consist largely of staff material to be reviewed. In these 
circumstances, board and staff lose sight of just what a board issue 


looks like. 


Tying Agendas to the Long Term 


Boards are often subject to a zigzag phenomenon in agenda content. 
Without staff guidance, the problem is usually worse. More than we 
would like to admit, agendas are developed around rituals, reactions 
to immediate stressors, or last-minute approvals for external con- 
sumption. Suppose a board has carefully eliminated business it does 
not need to do. It has disposed of meaningless actions and has suf- 
ficiently empowered the CEO to save it from staff decisions. Yet it 
is still faced with the concrete, real-time problem of the next meet- 
ing’s agenda. The board cannot fall back and have the staff supply 
enough items to keep it busy. The leaders cannot ask the followers 
to tell them what their job is. 

Yet board work need not come to a screeching halt. When con- 
fronted with an ambiguous or bewildering task, we need only retire 
to the next higher level of thought to get our bearings. If we lose 
our way on wooded paths, we can reestablish confidence by hover- 
ing over the forest for a few moments. What we cannot do physi- 
cally, we can do mentally. The board that wishes to be in charge of 
its own job needs to hover a while, to shift its attention from the 
immediate agenda to the year’s agenda and, if that is insufficient, to 
the perpetual agenda. 
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The perpetual agenda comprises the basic board job contribu- 
tions and any optional ones the board has added. These outputs 
belong to the board; they are not merely a summation of staff work. 
This perpetual agenda was discussed in Chapter Seven as a board 
job description. To gain control over its own agenda (so that the 
outcome will truly be the board’s agenda, not the staff’s agenda), 
the board must begin with the nature of governance itself. What 
does this board exist to contribute? 

Remember that the unique and continuing contributions of the 
board—its perpetual agenda—include (1) linkage with ownership, 
(2) explicit governing policies, and (3) assurance of organizational 
performance. A board looking for a starting place would do well to 
begin with the second contribution, creating policies in all four cat- 
egories. Linkage with the ownership should be undertaken only 
after the board has established and expressed—in a Governance 
Process policy—who the ownership is and how the connection will 
be made. Executive performance cannot be ensured before Board- 
Management Delegation, Executive Limitations, and Ends policies 
are established, as these policies contain the delegation, monitor- 
ing, and performance criteria. 

In short, the board should get most of its policies in order before 
undertaking any other task. The perpetual agenda provides a start- 
ing place from which the board can plan major board work in the 
immediate future. Hence, the perpetual agenda leads to a more spe- 
cific, time-framed agenda that is neither long-term nor short-term. 
The most useful time segment for planning board meeting agendas 
is often about one year. 

The board establishes objectives for the ensuing year within 
each of its responsibility areas. The board might determine to forge 
a dialogue with other boards or to enhance communication with its 
ownership through public or private media. It might improve pol- 
icy integrity through more systematic inclusion of financial experts 
or dissenting programmatic viewpoints. It can upgrade its assurance 


of organizational performance by making the monitoring system 
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more rigorous or less costly. If the board has adopted other contri- 
bution areas, such as securing philanthropic funds, it can set objec- 
tives for these responsibilities. To maintain consistency, these board 
intentions are built into an expansion of the board’s job description 
policy and sometimes incorporated in a separate policy (as shown 
in Exhibit 7.3), in either case in the Governance Process category. 
That is, all of the board’s objectives are kept in the policy frame- 
work as are other board decisions. 

Establishing board objectives for the midterm, then, yields a 
sequence of single-meeting agendas and between-meeting work. 
Weekly, monthly, or quarterly meetings are thus integrally derived 
from the larger process. Officer or committee expectations are 
drawn from the same schedule. Note that the board’s annual estab- 
lishment of the agenda, though open to staff input, is not staff- 
dependent. Because of this, the board is able to move two steps 
forward in terms of taking responsibility: not only does it produce 
answers without executive ventriloquism, but it generates the ques- 
tions as well and, hence, exhibits a significantly greater level of 
leadership. 

This approach to agenda setting makes three major contribu- 
tions to rational board process. First, it avoids the zigzag agendas set 
from meeting to meeting. Second, the board is in greater control of 
its own agenda and not dependent on its CEO to tell it what to do 
each time. Third, the rightfully dominant board concern with ends 
is less likely to be lost in a sea of lesser issues. 


Ends Justify the Meetings 


I have found that policies in all categories except Ends are rather sta- 
ble. The global Ends policy may hold relatively still, but explication 
of beneficiaries, benefits, and cost or priorities at lower levels seems 
to require change often enough to warrant continual attention. 
For the board, one eye should be on customer-equivalents and 
one on ownership. In other words, one outcome of a good gover- 


nance system is that the governors are free to concentrate on ends 
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and on those on whose behalf ends are decided and pursued. (For 
city councils and professional or trade associations, these may be 
the same people.) Relative value stability in other policy areas and 
the strategic importance of ends lead the board to work on two 
compelling concerns each year: (1) “How can we connect with 
even more integrity with those on whose behalf we serve?” and 
(2) “Given new information, new wisdom, or new possibilities, what 
good for which people at what cost should we strive to achieve in 
the years ahead?” In other words, the majority of board energy is 
expended on the first element of its job (linkage with ownership) 
and the first part of the second element (policies concerning ends). 

Although improvement in ownership linkage need not be con- 
strained by specific time periods, specifying ends is frequently tied to 
time-sensitive staff actions such as writing budgets and planning pro- 
grams. Ends work is therefore subject to more punctuations in the 
flow of time. Because the board’s ends work is strongly tied to admin- 
istrative time lines, for most boards, the annual agenda is best con- 
structed around a yearly cycle of exploring and restating Ends policies. 

The board selects an external event to which the organization 
directs itself. For some, this is the budget submission date of the 
major funder. For others, it may be the annual meeting of the mem- 
bership, the start of a financial year, or the completion of an elec- 
tion cycle. In any event, the date selected is when executive 
planning must either go into effect or be publicly announced. 

To give the CEO ample time to prepare for that deadline, the 
board’s annual update of all Ends policies is set two or three months 
earlier. To update, the board restudies its global and all subsidiary 
Ends policies in light of new information and, possibly, new dreams. 
Then, working backward from the due date, the board calculates a 
year of agendas to lead it to that point. It uses the same technique 
to establish completion dates for committee tasks, should the use of 
committees be needed. Other board needs can be and are consid- 
ered, but the central organizing factor is the never-ending focus on 


Ends policies. 
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The board plans its dialogue with other representatives of the 
ownership (other boards, councils, and commissions), examines its 
assumptions about environmental factors, and structures discussion 
of the implications of these activities with the CEO and other staff. 
The board may entertain speakers on competing viewpoints or on 
the division of social labor among the various organizations in the 
area. Board-to-board dialogue and other work designed to enlighten 
the board as it refines its vision may require more time than the 
board has. Or too much leadership influence may be needed to bring 
other boards along. At any rate, the work is sufficient enough that 
in the first year, a board probably will not accomplish all of these 
steps. Several annual cycles will be required before the board comes 
near its potential in visionary leadership. 

Board members cannot go through this process, particularly early 
on, without stumbling. But it is much more defensible when the 
board stumbles in tackling big issues rather than small ones. The 
leadership involved in persuading boards to converse seriously about 
the effects they are seeking for their beneficiaries is a breakthrough 
itself. Even small successes are a giant leap from poring over budget 
lines or probing into sick leave procedures. 

After the annual changes or reconfirmation of the Ends policies, 
the CEO begins to plan. The CEO embodies the first year’s portion 
of the board’s long-range vision in a programmatic plan and bud- 
get. In doing so, the CEO must adhere to all applicable board poli- 
cies. The board is not responsible for this balancing act; the CEO 
is. Except for its normal monitoring, the board’s annual work is 
completed when it reconfirms the Ends policies. 

In summary, the board begins to gain control over its agenda 
when it accepts total responsibility for the agenda. Individual meet- 
ing agendas are derived from the larger picture of the board’s goals 
for the midterm. These midterm goals are derived from the board’s 
perpetual agenda, which, you will remember, equals the board’s job 
description. The board governs according to a plan instead of shoot- 
ing from the hip, thus avoiding the floundering that invites a res- 
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cue by its CEO. The board moves further from a short-term men- 
tality by tying most of its activity to the challenge of guiding the 
organization for the long term. Board time is to be spent largely on 
creating the future. The regular agenda is designed to develop strate- 
gic vision, not by inserting an orphan agenda item (or even a re- 
treat) on strategic planning but by being formed around and infused 
with a long-range mentality. 


Getting Started 


The first year’s agenda involves a great deal of start-up activity. For 
example, no matter how long an organization has been in existence, 
its board may well find that few true policies exist. Most preexist- 
ing policies are either staff documents improperly elevated to gov- 
ernance status or actual policies generated from staff, not board 
values. Moreover, the board will likely have conceived of its job as 
a collection of traditional activities rather than outputs. It is impor- 
tant to recognize the magnitude of the change in concepts and 
behaviors that is needed in order for a board to embark on the path 
of Policy Governance. 


Gaining Commitment 


The first step is to gain board members’ commitment to strive 
toward the new model. This involves discussing the model itself and 
the changes that it portends. It is important to include the CEO in 
the process and, as far as possible, to optimize all variables that will 
affect the board’s subsequent success. When the decision to pursue 
Policy Governance is made, it should be captured in Governance 
Process policies that are similar to the “Governing Style” and 
“Board Job Description” policies shown in Chapter Seven (Exhibits 
7.1 and 7.4, respectively). 

Because this massive alteration of roles and rules will be so piv- 
otal, as much consensus as possible is called for. The board will be 
leading in a new order, inviting all the hurdles and detractors that 
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Machiavelli warned of. This decision, like all policy decisions, 
should not be delayed until full agreement is reached. Practices of 
the past need not cast the deciding vote. Moreover, board discus- 
sion should lead not only to a choice as firm as if it had been unan- 
imous but to a clear understanding that all members are obligated 
to help make the resulting changes successful. 


Following a Sequence 


In most cases, the board should write policy before either linking 
with ownership or ensuring CEO performance. These latter tasks 
are better defined as the policies are established. If this means a 
number of policies need to be revised later, so be it. 

A board may wish to review all of its old policies to see what it 
can translate into the new format, but this course of action takes far 
more time to organize and results in a poorer product than starting 
from scratch does. It is at this stage that boards come to realize how 
inadequate traditional policymaking is, even when done well. The 
confounding of means prescriptions, activities, results, high- and 
low-level values, single-event (nonpolicy) decisions, and violations 
of good delegation principles in previous documents often consti- 
tute a Gordian knot. Cutting through the knot by creating the 
board’s new Policy Governance policies instead of trying to untie 
the knot and save individual policy strands is invariably the best 
option. 

I should point out that the board policies created under Policy 
Governance make previous board documents (except bylaws) un- 
necessary. It would be dysfunctional for the board to establish new 
policies and keep the old board documents as well. Boards that adopt 

WANT MORE? Policy Governance invariably had budgets, personnel “poli- 
5 cies,” strategic plans, and other documents that work well 
Amami] in management but are inappropriate as governance docu- 
ments. Typically, however, they do not disappear but instead become 
documents belonging to management. It is as if the board makes a 
gift to the CEO of its old documents, freeing the CEO to use them, 

not use them, or change them as he or she sees fit. 
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In building policies from scratch, the board should proceed 
according to the principles given in Chapter Three and illustrated 
in Chapter Nine: it should start “thin” in all categories and then 
carefully extend policies to include more levels of detail. This is best 
done with the help of a consultant who has advanced training in 
Policy Governance. 


Managing the Transition 


The process of creating new board policies takes from several 
months to a year or longer, depending on the board’s commitment, 
agility, fear, and reluctance to make the necessary changes. If the 
board is guided by consultants who are fully trained in the Policy 
Governance model, all or most of the foregoing policies, except 
Ends, can be developed in two days. Adjusting previous board and 
CEO patterns of behavior takes longer. 

During the transition, it is important to balance the need to 
maintain momentum with the need for the entire board’s involve- 
ment and understanding. The longer the transition takes, the more 
likely it is that the changeover will not be completed, for the 
momentum to overcome old ways suffers. Staff can play an impor- 

WANT MORE? tant role while the board retrains itself. The CEO should 
6 | take care not to bring the board material that is inappro- 
priate for its new role. Furthermore, the CEO must actually 
use the power that the board delegates. With the new policies in 
place, monitoring under the new regimen should start immediately, 
both to quell board worries and to convince board and CEO that 

the board stands behind its new rules. 

At this point, boards usually have to struggle to remain focused 
on criteria-based reports rather than on the familiar standardized 
reports. It is easier to think about familiar reports (balance sheet, 
overdue accounts list) than the new criteria for which disclosure 
data are to be received. During the transition, boards often experi- 
ence something like withdrawal symptoms in giving up their old 
traditional role. Accustomed more or less to flying by the seat of 
their pants, boards must learn in this early period to be comfortable 
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with more sophisticated systems. A jumbo jet cannot be flown using 
the cockpit technology of a crop duster. 


E Pluribus Unum 


Whatever the agenda content, the central interpersonal challenge 
the board faces is to convert divergent views into a single official 
view. It is as important for the board to have multiple minds as it is 
for it to have a single voice. To weaken the multiplicity of view- 
points would be to rob the board of the richness of its wisdom. To 
weaken the unity of voice would be to rob the board of its oppor- 
tunity for effectiveness. On any issue, the board must elicit as much 
divergence as possible and then resolve it into a single position. 


Pursuing Pluribus 


Divergence occurs without prompting on many boards. On others, 
members must be given explicit permission and perhaps overt stim- 
ulation to diverge. A Policy Governance board is so focused on the 
WANT MORE? group exercise of responsibility and integrity that it is easy 
7 to overlook the importance of selecting and informing indi- 
vidual board members. This group of persons needs not only 
proper characteristics but proper preparation. Prospective and new 
board members particularly can benefit from being carefully 
informed of what is expected of them as individuals. 

The Policy Governance case for racial, ethnic, philosophical, 
and gender diversity is based not on superficial political correctness 
but on the diversity present in the population the board represents. 
Because the board is a microcosm of the ownership, the need for 
diversity is driven by representational integrity. Each board should 
assess the composition of the ownership, determine what aspects of 
diversity are relevant, and, to the extent that the board can affect 
its own makeup, incorporate that thinking in the selection of future 
board members. 

Even if all current board members are in perfect agreement on 


everything, the board should still discuss and adopt a policy that 
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fosters and manages diversity. The discussion and the resulting pol- 
icy will help ensure that board culture supports diversity. Are dis- 
senters looked upon askance? Is it socially safe to disagree? The 
CGO should assertively pursue differing viewpoints. The behavioral 
message needs to be that disagreement not only is tolerated but is 
necessary to the health of the process. Furthermore, a board can 
reach outside to seek opposing viewpoints. The board should be so 
eager to widen its lens that it imports adversaries to invigorate the 
process! 

Thus, the board is perceived as a forum of churning debate and 
exposure, an exciting place. This debate and exposure, of course, 
must concern the big questions rather than the small ones, the 
results rather than the methods. This is definitely not staff work, 
though staff members will undoubtedly have ideas to contribute. In 
fact, involving both board and staff here causes no problem. As long 
as roles are clearly defined, the board can invite staff to join in the 
fun. The board is not being pulled downward to staff-level concerns; 
rather, the staff members are being stretched upward to board-level 
concerns, though as guests in the process, not as its masters. As 
thinking, caring human beings, staff members have much to con- 
tribute to the dialogue, and everyone profits by their being invited 
to do so. 

Pursuing diversity has implications for the practice of CEO rec- 
ommendations. As I have already discussed, most nonprofit and 
many public boards unquestioningly use CEO recommendations as 
a point of departure for board action. In fact, boards often do not 
depart very far from this starting place. In the approach presented 
here, the CEO is a participant and may well include staff in the 
board’s process. But he or she does so to provide a variety of view- 
points, not to support some prepackaged CEO recommendation. 
Staff input into the governance process does not need to be homog- 
enized by the CEO if the input is about appropriate board issues. 
When the board does its job and allows and requires the CEO to do 
his or her job, exciting opportunities for bigness open up. 
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Ultimately Reaching Unum 


Where do we go with all this richness? It is used chiefly to increase 
awareness, to decrease smallness (choosing furniture will not have 
the same allure for board members that it once did), to reveal new 
ways of looking at the world, and to sharpen the issues. This rich- 
ness helps boards pose new, more penetrating questions. It guaran- 
tees that boards will henceforth operate a step ahead of staff rather 
than a dependent step behind. Boards stop trying to be the final 
authority and become instead the initial authority. 

This healthy, provocative divergence still must be reduced to a 
single official position. Disagreement is best resolved from the con- 
ceptual top down. In other words, the board should elicit agreement 
first on the broadest position. For example, it would be much eas- 
ier to get a majority to support “Human beings deserve a high qual- 
ity of life” than “Business should be allowed to fail because more 
efficient economies increase overall quality of life.” The larger the 
question, the more likely it is that differences can be resolved. This 
is one reason that the policymaking process recommended in this 
book starts with the broadest application. It is not that the broad- 
est level is without controversy but that (1) it must be resolved, in 
any event, before the board deals with subsidiary issues and (2) it 
probably will be affected by fewer wide swings in board values. 

Note that this approach requires the articulation of policy lev- 
els discussed in Chapter Three and developed further in Chapter 
Nine. That is, the board should not debate a page of undifferenti- 
ated priorities. It should debate the very brief global ends formula- 
tion first, then the next level of issues, then the next. Running them 
all together makes wise translation from diversity almost impossi- 
ble. Even single-policy statements can have at least a couple of lev- 
els, the first represented in the preamble and the others in the body 
of the policy. Should the amount of diversity require it, the board 
can resolve the preamble level first, then work on the parts one at 
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a time. This process is only slightly slower, and it is a far more accu- 
rate way of turning board values into hard copy. Furthermore, poli- 
cies produced in this highly articulated outline form are easier to 
modify later through precisely targeted amendments. 

Making the policy decision, in the final analysis, means taking 
a vote, thereby declaring a position to be official. Consensus, if hon- 
estly achieved, is certainly workable, but requiring a consensus 
before taking action is a prescription for either mediocrity or dis- 
honesty. Koontz (1967) felt that the tradition of unanimity poses a 
major danger to board effectiveness wherein vociferous members 
can “tyrannize the majority” (p. 54). After the vote is taken, the 
official pronouncement must be as firm as if there had been no 
disagreement at all. Healthy governance requires that board mem- 
bers agree up front that any position resulting from a fair process is 
and rightfully should be the position of the board. This agreement 
on process should be embodied as a policy in the Governance 
Process category. Individual freedom of opinion, however, need not 
be sacrificed. There is no reason that the members of a board should 
pretend they agree on content after the vote when they did not 
before. But they should agree on and support procedural integrity. 
Supporting the process only when one wins the vote is not sup- 
porting the process. 

In fact, recurring unanimous votes are suspect. All persons on a 
board may agree on a given issue. But if the voting record of a board 
is regularly or predominantly one of unanimous votes, we must ask 
whether dissent is being squelched or suspect that the issues are sim- 
ply not important enough to disagree about. Either possibility calls 
for an examination of board process. Brian O’Connell, former exec- 
utive director of Independent Sector, contends that boards try too 
hard for harmony and compromise. He welcomes occasional split 
votes, finding it better to have split votes—and even charged 
debate—than to water everything down so it becomes mush that 
offends nobody but that nobody gets very excited about, either. 
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Collecting Board Wisdom 


Nonprofit and public boards generally are not good specimens of 
institutional memory. Some individual board members have a long 
memory of the organization’s traditions and evolution. Some long- 
term staff members carry similar memories. But the board as a body 
may have a hard time remembering deliberations of only a few years 
ago. Staffs often wonder if such an entity as a board really exists, 
except in the most ephemeral way. 

Turnover has much to do with this, but there is more to it. I 
have seen boards behave as if they did not have responsibility for 
previous board positions. The board as an organizational position 
goes on, regardless of individual turnover. An individual person 
becomes, upon induction, a part of a body that has existed for some 
time. The body’s obligations and commitments do not change just 
because the new person has joined. The new member mounts a 
moving train, not one that leaves the station just as the last pas- 
senger gets on board. 

Turnover and short memory are good reasons to use an explicit, 
brief policymaking approach. With succinct policies, the board’s 
values are accessible, allowing new members to catch up more 
quickly. They know what their board stands for and which of its 
positions they disagree with. They get on board more quickly 
because they are not befuddled for two years before they understand 
what is going on. Institutional memory may still be foggy, but the 
accumulated value positions are not. Board values at their current 
stage of evolution can be found in a few pages. The vessel for bet- 
ter institutional memory is in place. 

When explicit policies have been produced over a long period, 
an organizational “value history” is retrievable from the sequence 
of amendments. As opposed to sequences of events and personali- 
ties (the “story history”), value histories trace shifts in the organi- 
zation’s values over time. This type of documentation provides a 


sense of history without binding anyone to tradition. 
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Consider the collection of values in everyday situations. In the 
conduct of board meetings, a great deal is said but not seized. I see 
little to recommend the standard narrative minutes with all their 
detail, but I do commend the practice of capturing apparent con- 
sensus, majority feelings, or unresolved conflicts as they emerge ran- 
domly in discussion. Much wisdom is often expressed and has no 
place to go. Unless the comments are directly related to a policy 
under consideration at that moment, spontaneous board sentiments 
are lost. 

I once consulted with an elected public board that developed 
most of a policy on the disposal of surplus real estate while they ban- 
tered during a break. They did not realize they had set forth the ele- 
ments of a useful policy until I showed them my notes on the 
informal discussion. Such gems can be collected through a simple 
mechanism that does not detract from the topic at hand. The board 
secretary might persuade certain members to stay alert for such com- 
mentary. These positions can simply be noted for later review, for 
further focusing, and perhaps for consideration as policy or a change 
in existing policy. 

If several board members are frightened by a news report of 
another organization’s bad fortune and express their fear during a 
board meeting, what should be done? The board goes to the policy 
manual. Does policy address the worry? If not, how can it be made 
to do so? If policy does address the worry, is the monitoring system 
working? If it is working, does it assess performance closely enough 
or frequently enough to allow the board to relax? This step-by-step 
sequence not only diminishes board anxiety but results in a stronger 
policy position. Jacqueline Jackson of Palo Alto, California, calls 
this the “heartburn strategy: I determine what’s bothering me, see 
if the policy covers it, put it in writing.” When resolving the prob- 
lem, the board must remain focused on the policies. 

With a well-designed system, the board that takes care of its 
policies finds that the policies take care of it. Truly, making the pol- 
icy system work is the way to make a board work. If worries are not 
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dealt with forthrightly and in the self-correcting manner just nar- 
rated, they destroy the system, bottleneck board and staff, and crowd 
out time for ends development that is already critically short. Han- 
dled well, worries provide an opportunity to reconfirm that the sys- 
tem works and that expressing fears is a healthy part of the process. 


The Character of Meetings 


Let us consider how this process looks and feels. Perhaps the most 
obvious characteristic of this process is a short agenda (in number 
of items). Instead of facing a plethora of issues, the board encoun- 
ters a much shorter list, although the issues are deeper. The board 
comes to see a lengthy agenda as a sign that something is wrong. 
Attendance is high. Board meetings are not considered optional. 
Members attend because the meetings are interesting and they feel 
that they can accomplish something. There is an atmosphere of big- 
ness and acceptance of diversity; the board is a forum to embrace 
diversity, not to homogenize it. Yet there also exists a businesslike 
awareness that the board is a deciding body, not a debating society. 
Meetings are worth board members’ time. The members may have 
less exposure to interesting staff operations, but this loss is more than 
replaced by the active stream of contacts and issues generated from 
the ownership. At the forefront of the board’s mentality is whether 
the dream is big enough, focused enough, visionary enough. There 
WANT MORE? is a refreshing conception of the board as part of a family of 
8 | boards that form an inspiring stratum of leaders. Agendas and 
discussions increasingly reflect the realization that the or- 
ganization’s ends are integral to the larger context. In short, the board 
lives strategic leadership. I might not go so far as to match the 
ebullience of “RevLovejoy,” a clergyperson and participant in the 
Web-based Policy Governance Forum, who said that under Policy 
Governance, “Board meetings are like some sort of foretaste of the 
kingdom,” though I’ve truly felt inspired by boards that exemplify 
the sort of meaningful interaction I’ve described. 
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Next Chapter 


The essentials of Policy Governance have now been covered. Chap- 
ter Eleven provides both challenges and counsel for attaining and 
maintaining successful strategic leadership on a governing board. A 
number of strategies are presented; the first few are old friends to us 
all, but they are couched in principles of the new governance. 
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Staying on Track and Institutionalizing Excellence 


E this chapter, I synthesize more than summarize. The following 
strategies cut across various aspects of the Policy Governance 
model and challenge board members to move from paradigm to 
performance. 


Be Obsessed with Effects for People 


It seems obvious that the board’s primary concern should be the 
benefits for people. But in the usual routine, programs, projects, 
activities, and methods demand so much attention that boards vir- 
tually neglect the benefits for people that justify the organization’s 
existence in the first place! The never-ending struggle with organi- 
zational ends, according to Richard J. Peckham, formerly of the 
Kansas State Board of Education, “ought to consume us.” That goal 
is claimed by John Fitzpatrick, a trustee of the Austin (Texas) Inde- 
pendent School District, who says, “the board is 100 percent focused 


on academic achievement and student success.” 


Don’t Ponder Ends, Attack Them 


“Passion, commitment, and fire for what we are doing must start at 
this table,” pleads Donna Chavez, commissioner for the elected park 
district in Naperville, Illinois. Being obsessed with ends demands 
that the board tackle the difficult questions by mobilizing board 
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time, mechanics, and concern around what good is to be done for 
which people at what cost. The board cannot forget these questions, 
even for one meeting. 

All other policy categories are easy compared to this one; they are 
more quickly resolved and stable for longer periods. Adequate devel- 
opment of ends requires a long-term commitment. The board will for- 
ever be involved with ends issues; the struggle is never completed. 

The rigorous focus of this process opens up new insights into 
what the proper ends should be. To make Ends policies about pov- 
erty in a community action agency, the board is forced to develop 
a new understanding of the nature and perpetuation of poverty. To 
make Ends policies for a public school system, the board must 
become more sophisticated about the skills needed for personal and 
social success in the world to come. To make Ends policies for a 
Third World development agency, the board must learn about the 
nuances of development and underdevelopment. The protocols of 
debate must enable deliberation on the questions as well as the 
answers. New questions will emerge over time and transform the 
degree and substance of the wisdom itself. 

Moving mountains an inch often appears less active than moving 
molehills a mile. Boards that would be strategic leaders must move at 
a more deliberate pace than their staff, but on issues that are far more 
momentous. The leadership must keep the dream out in front so that 
board members always see mundane things like budgets and audits in 
the context of the overall effects that they have convened to achieve. 
This mentality is best achieved when no board meeting goes by with- 
out a debate or presentation on some facet of the ends development 
process. The central reason for board meetings, after all, is to define 
what difference the organization should make in the world. 


Invigorate the Ends Debate 


There is no more exciting topic than ends. An ends dialogue that 
is boring should be considered a symptom of poorly designed ends 
work. Apathy is easily avoided; a quick antidote is no further away 
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than the staff. Even a small staff will harbor divergent, enthusiasti- 
cally held ideas about the priority of outcomes. Encourage staff to 
develop arguments for competing viewpoints. Invite them to be pas- 
sionate as well as coldly analytical. 

Beyond the staff are even more sources of divergence. Some con- 
stituents do not believe your organization should exist at all. Listen 
to them. If your organization is in the public eye, there will doubt- 
less be factions that think your priorities are all wrong. These fac- 
tions do not agree with each other, and much can be gained from 
their debate. Rather than avoiding dispute, elicit it. The board 
should be the forum for public debate in its chosen area. It is, as the 
Rhode Island Board of Regents agreed to be, the “boiling cauldron” 
of whatever controversy is afoot. 

Of course, none of these invigorating avenues is available if the 
board neglects to foster acceptance of diversity within its own mem- 
bership. The board must value, even crave disagreement within its 
ranks if it expects to be comfortable with the lively dissent outside. 
A board that believes it must vote as a block in order for its pro- 
nouncements to carry weight fails to signal that its one voice always 
grows from and in spite of diversity. Strategic leadership is big 
enough to embrace diversity and wise enough to be enriched by it. 

Divergence is not the only source of richness in the ends dia- 
logue. Much of the vigor comes from allowing leaders to dream. In 
the short term, there is scant room for dreaming, for one must 
choose between being taken seriously and being visionary. In the 
long term, however, leadership cannot afford to overlook the wis- 
dom of dreams, even the wisdom of playful dreaming. Vision that 
bounds higher than the barriers that confine us often springs from 
earnest playfulness. 


Drive an Ownership Ends Dialogue Beyond the Boardroom 


The board derives its identity and legitimacy from its ownership. 
Some ownerships (such as the general public) are broad enough to 
have trusteeship vested in multiple boards. Board service to the 
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ownership need not be confined to the specific organization being 
governed. The board may well reach out to other organs of owner- 
ship—that is, other boards. In this extended arena, strategic lead- 
ership can have a momentous effect. Bringing the ends dialogue to 
the community of boards not only provides leadership to the whole 
but infuses the organization as well. It is more exciting and far- 
sighted to be part of an exciting and farsighted whole. 

It is important that interboard dialogue focus on the results that 
each board pursues in the interests of the shared ownership. Orga- 
nizations commonly meet on more operational issues, an undertak- 


WANT MORE? ing that is appropriate for staffs, not boards. Boards could 
1 | profit from discourse on their respective ends and the com- 


munity-related issues they have uncovered in deciding 
them. Does the sum of their ends accomplish the aggregate outcome 
that this cross section of leaders would want? Leaders in such an 
interaction feel a closeness with the abstract ownership that often 
eludes them in their separate board meetings. Their minds are 
stretched beyond their familiar home boardroom. 


Don’t Be Seduced by Cost Control 


The quality of organizational results is best served by devoting 
unswerving attention to greater effectiveness, not to ever more 
stringent cost control. “An obsession with cost reduction produces 
narrowness of vision. . . . It actually hurts as much as helps,” argues 


WANT MORE? Skinner (1986). Crosby (1979, 1984) and Deming (1986) 
2 | forcefully maintain that costs will decrease when quality 


increases, although focusing on the reduction of costs does 
not increase quality. The concept of quality used by these authors 
concerns fulfilling customer requirements with minimal waste, 
unlike the more purely provider-oriented use of the word quality that 
is typical in many nonprofit and public agencies. It is not that cost 
reduction itself is bad but that the real issue is return—that is, results 


per unit cost. 
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Dare to Be Bigger Than Yourself 


Demand daring. Bring the bigness of invigorated debate into the 
boardroom. The board’s concerns need never be small again, for 
there will be neither time nor toleration for smallness. A conscious 
strategy is necessary because it is so easy to be more aware of the 
immediate and near at hand than the unbounded, distant horizons. 
Board members may arrive as individuals with all the problems of 
their day, but when they assemble around the table, they can truly 
transform themselves into architects of the future. 


Keep Trusteeship Up Front 


Trusteeship carries compelling obligations that are obvious to pub- 
lic boards that operate in the limelight. But not-so-public boards, 
which operate as if in trusteeship for the public, are not always 
known by that public. As a busy public, we do not run around to 
oversee those who operate in our name, though many a beleaguered 
WANT MORE? school board or city council may think otherwise. Social 
3 service and hospital boards operating as nonprofit, private 
| corporations still see themselves as owned by the public, a 
public who often forgets that it is an owner. For such boards, there 
is less public pressure, though there is a greater moral challenge. 
How does a board act as an agent for principals who are unaware of 
the relationship? The board that would exercise leadership cannot 
avoid confronting the problem. If it is to be more than an academic 
consideration, the nature of trusteeship must be a frequent board 
topic. The formulation of the issue that I’ve found most incisive is 
that of Robert Greenleaf’s servant-leadership. 


Lead Leaders 


With respect to the staff, it is pivotal that the board not only lead 
but lead leaders. Bigness must be passed on. Leading leaders calls for 
a mentality that allows others to make decisions. The board should 
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never give the message, by trying to intervene in every potential 
mistake, that to err is unacceptable. Emphasizing the avoidance of 
errors rather than the creation of breakthroughs propagates not 
leaders but followers. It encourages not decision makers but bureau- 
crats. Leading leaders requires tolerance of risk, because leaders do 
not remain in the safe, old ruts. They try and sometimes fail. 

One approach is to view governance as empowerment. The 
board passes power to others and expects them to use it as as- 
sertively and creatively as they dare. Dorothy I. Mitstifer, executive 
director of Kappa Omicron Nu Honor Society, East Lansing, Michi- 
gan, calls it “unleashing my creativity as a CEO.” The board will 
have both the circumspection and the mechanism to empower the 
organization to work toward a specific goal (the impelling criteria 
of ends) within specific limits (the boundaries on means). The 
amount of risk is thereby controllable. Empowerment is not carte 
blanche, for delegation need not dissipate into abdication. 

Furthermore, the board’s ability to keep its own eye on the hori- 
zon is prodded by mental bigness in the executive staff. Having lead- 
ers work for us is a gift, indeed, for they ally themselves with that 
which is big in us, save us from distracting side issues, and urge us 


on toward still greater leadership. 


Respect Your Words 


If saying what you mean and meaning what you say is difficult for 
individuals, the task is even more formidable for a group. Boards 
have a tendency to write words that quickly become disjointed from 
their authors, as if the speakers and the spoken are unrelated. Some 
new board members are delayed in getting up to speed because it 
takes time to learn where all the relevant words are to be found and, 
after locating them, to learn which words mean something and 
which do not. 

One solution is to use fewer words. When a board’s verbal prod- 
uct is voluminous, there is no way that board members can fully 
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embrace it. It is common for public school board policies to be sev- 

eral centimeters thick. When a board has that many policies, for 
practical purposes of governing it has no policies at all. It is far bet- 

ter that a board generate few words after much thought than many 

WANT MORE? words after little thought. Part of the problem arises, of 
4 course, when the board acts as if it must approve or adopt 
a | all staff documents. Most nonprofit boards should get ner- 
vous when their total official paperwork increases beyond fifty pages. 
There is nothing magic in this number, and it may not apply to all 
boards, but the minimalist sentiment should be the same in all cases. 

The second greatest source of volume is duplication. Stating the 
same board value or perspective in different places increases the vol- 
ume. There is less need to read carefully, because the material will 
probably be repeated. The words at hand, therefore, lose some im- 
portance. Board utterances cast in the format of traditional admin- 
istrative topics restate or imply the same values repetitively, for 
relatively few values run across all topics. Perversely, if the values 
are only implied rather than expressed explicitly, in repetition they 
may be weakened rather than reinforced. Voluminous words, 
reliance on inference, inconsistency, or any factor that weakens the 
clarity of board values in their written form impairs the ability to 
speak with one voice. A greater volume of board words makes board 
values less clear. 

When the board’s policies are explicit, concise, and nonrepeti- 
tive, it is necessary to observe them scrupulously. Maintaining the 
integrity of board documents, and hence the integrity of the board’s 
word, requires that the board never violate its policies nor create 
conflicting policies. This mandate would seem too obvious to state, 
but it is regularly ignored. It occurs when the board creates policy 
and then lays it aside, as if once done it may be forgotten. 

Because existing board values can always be found in the single 
repository of board policies, a board that is mindful of its integrity 
would never consider a new action without relating it to existing 


policies. Living closely with the policies enables any interpolicy 
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conflict to be cleared up in the normal course of business. The poli- 
cies thereby evolve as a consistent expression of board values. Not 
only are they consistent, but they increase in quality, for the mon- 
itoring process reveals finer points or new information with which 
the board can hone its language still further. 

Hence, every contemplated board action is pressed against the 
record of what the board has already said. The compendium of poli- 
cies will be short and explicit enough for this to be done easily, so 
the board need not be a collection of librarians and lawyers. To 
ensure the continuing fidelity and usefulness of these policies over 
time, the board must constantly use them, or it will surely lose them. 

Finally, a board’s respect for its policy language can be height- 
ened by cosmetics. Board policies, in this model, constitute a doc- 
ument as condensed as it is consequential. Presenting these few 
policies in a way that reflects their critical importance helps the 
board keep their importance in perspective. Therefore, the essen- 
tial governance declarations should not be typed on plain paper or 
photocopied. Use special printed forms with color, if possible, and 
the organization’s logo. Make them look like the momentous, cen- 
ter-stage statements they are. 


Invest in Selection and Training 


Performers—whether humans or machines—can perform only up 

to their capability. That capability can be diminished or improved, 

so it is a commodity that deserves care. The concept of investment 

is crucial, for the board can choose to see training as a troublesome 

WANT MORE? Cost or as an opportunity to reap a return. If sophisticated 
5 and experienced board members find training an offensive 
Emmi] concept, then find another word for it. But by no means 
should any board think it has skills that never fade, for even perfect 
board members have much to learn and relearn about teamwork 


and the exercise of group authority. 
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Recruit Those Who Can and Will Govern 


Raw material makes a difference. If the board is able to select its 

own new members, it should start with a well-deliberated set 

WANT MORE? Of qualifications. If the members are selected by others, 

6 | whenever possible, the board should enlist the appointing 

authorities to use the board’s desired qualifications. Ag- 

gressive recruiting involves not only selling prospective members 

on board membership but excluding those who do not fulfill the 
requirements. 

Entrusting recruitment to a nominating committee can be use- 
ful, but integrity is maintained only if the board as a body has 
decided what types of people it desires. Too often, nominating com- 
mittees are left completely to their own judgment. They cannot 
help but develop implicit criteria, but they rarely develop explicit 
criteria prior to becoming entangled in the personality-loaded inter- 
actions of recruiting. Even if they were to use a two-step process (a 
good idea if the board defaults), the board will not have been party 
to a matter that is critical to future board performance. 

If the nominating committee has board-stated qualifications in 
hand (recorded as a Governance Process policy), it can render bet- 
ter service. The board should phrase its committee charge (also in 
the Governance Process category) so that finding the right people 
is given greater priority than filling vacancies. Boards “don’t do a 
very good job of assessing prospective board members,” says Edward 
Able, executive director of the American Association of Museums. 
Many boards have the wrong people on them. Indeed, boards would 
do well to tolerate a few empty seats instead of rushing to fill them. 
Recruiting would be more diligent if it were made known that mem- 
bership on this board is an honor. After all, the board is selecting 
those who will bear the privilege and burden of trusteeship. With a 
more rationally defined board job, the California Park & Recreation 
Society, Sacramento, saw “an increase in the number of members 
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who wish to serve on the board, as the board is now seen as doing 
‘important work,” according to executive director Jane H. Adams. 

What qualifications are important? These vary, of course, but 
with governance construed as I have described in this text, a few uni- 
versal characteristics logically follow. Naturally, we all want Renais- 
sance people, but to be more realistic and specific, we must start with 
the job to be done, so we begin by consulting the Governance 
Process policies on the board job description and style of governing. 
Members need to have the understanding, skills, and willingness to 
contribute to the governance task that the board has so carefully set 
forth. To promote the degree of strategic leadership championed in 
these pages, five qualifications, among others, are necessary. 


1. Commitment to the ownership and to the organization's specific 
area of endeavor. As agents of the organization’s ownership, board 
members must be committed to that trust. Commitment to the ends 
as currently stated is important, though less so, for ends are a con- 
tinuing creation of the board itself. Therefore, fidelity to those in 
whose name ends are created is more essential than fidelity to the 
current wording. 

2. Propensity for thinking in terms of systems and context. Some 
people focus quickly on parts. Whatever the relationship of whole 
to part might be, these persons more readily focus on the part itself 
for inspection, discussion, and decision. Such persons, with all good 
intentions, place distractions, if not massive roadblocks, in the way 
of strategic leadership. Prospective members who are more com- 
fortable with parts have a valuable gift, but one that can more use- 
fully be shared as a volunteer adviser to staff than as a board 
member. The board needs members who are cybernetically aware, 
drawn naturally to the harmony of the whole. 

3. Ability and eagerness to deal with values, vision, and the long term. 
The board members who make the best contributions are those who 
have a natural propensity for looking not only beyond the stream 
of single events but beyond systems to the values on which they are 
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based. It is only a small step from divining today’s values as they cur- 
rently are to planning tomorrow’s values as they should be. What 
stronger argument can be made that a board member’s greatest gift 
to enterprise is educing, weighing, challenging, and frequently fight- 
ing over values? 

4. Ability to participate assertively in deliberation. Productive board 
deliberation depends on bringing the foregoing characteristics to 
the governance struggle. Boards are overly tolerant of members who 
fail to share their capacities in a way that enhances the deliberative 
process. It is not enough to have the potential to be a good board 
member; the potential must be manifested through participation. 

5. Willingness to delegate, to allow others to make decisions. Board 
members, with respect to one another, must be able to share power 
in the group process and, with respect to staff, must be able to del- 
egate. Board members who are loath to delegate will impair the 
board’s leadership by constantly bringing small issues up for con- 
sideration. They will impair staff by denying them the opportunity 


to grow. 


Some prospective members are required to attend board meet- 
ings prior to assuming membership. Others are chosen from a pool 
of persons who are already familiar with board operations. These are 
useful tactics. At a minimum, a board should determine that a 
prospective member understands the board’s governance model, 
bylaws, policies, current condition, and suspending issues. Frankly, 
a prospective member who fails to ask about such things is probably 
not a good candidate. Selection of the most qualified members 
deserves careful thought and design. Qualified, as is clear from the 
foregoing list, need not refer to academic credentials or high posi- 
tion. It need not relate to gender, color, or income. It is more likely 
to relate to grasp, mentality, connectedness, and commitment. As 
an assessment of past selection, consider this test: if fewer than half 
the board’s members would make good chief governance officers, 


the selection needs improvement. 
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Prepare New Members and Old 


Orienting new members can help institutionalize the board’s gover- 
nance process and prepare new members for immediate participa- 
tion. Excellence can be lost simply through the influx of new 
members who have not agonized through the process of improve- 
ment. As they bring in their expectations about governance from 
other settings, they may cause a regression to the norm. Institution- 
alizing the hard-won process calls for helping new members under- 
stand the system of governance that has already been implemented 
by their colleagues. It is crucial that new members learn the princi- 
ples of Policy Governance as quickly as possible. When this has been 
done, says Nash Williams, executive director of Southeast Georgia 
Regional Development Center in Waycross, “new board members 
can start making meaningful contributions almost immediately.” Ori- 
entation is important enough to be a mandatory step rather than an 
optional exercise. The bylaws can require that a new member com- 
plete orientation prior to voting on any issue. That members who 
are ignorant of the organization are regularly given a voice in board 
decisions is an absurdity that only tradition can explain. 
Continued education is needed by all board members, so orien- 
tation is merely one part of a larger commitment to having the nec- 
essary skills and insights for governance. Boards too infrequently 
invest in their own competence as much as good governance war- 
rants. The board of Migrant/Immigration Shelter and Support in 
Owensboro, Kentucky, formulated a Governance Process policy 
committing the board to proper “knowledge, understanding, and 
skills” for all board members, new and old, in the service of what 
Tom Gregory (2003) calls “erosion prevention” (see Exhibit 11.1). 
Part of the problem may lie in the word orientation, which may 
smack of learning where the lavatory, coffee pot, and desk supplies 
are located. Adequate preparation to shoulder the burden of stra- 
tegic leadership requires something a bit more substantial. What 
is called for is job training, though that term may be offensive to 
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Exhibit 11.1. Migrant/Immigrant Shelter 
and Support, Owensboro, Kentucky 
Governance Process Policy 
“Preparedness for Leadership” 





The Board will ensure that the Board as a whole and each Board member 
has the knowledge, understanding, and skills needed to function effec- 
tively and to reach the Board’s intended outcomes. Accordingly: 


1. The Board will schedule and participate in training and learning 
activities that equip the members to deal effectively with the oppor- 


tunities, situations, problems, and responsibilities of their position. 


2. As soon as practical after one or more new members are added to the 
Board, those new members will be trained in Policy Governance to a 
point where each new member can function well on the Board. The 
training also shall be made available to the other Board members and 
can be opened to the community. Ideally, multiple boards will coop- 


erate to sponsor joint training of new board members. 


3. If a Board member does not obtain and maintain a level of knowl- 
edge, understanding, and skills needed to function as a productive 
Board member, and if that member is not carrying his or her fair 
share of the load, Board members shall remedy the situation as soon 
as possible with the cooperation of the deficient member. If reason- 
able remedial attempts fail, the Board, mindful of its obligations and 
responsibilities, will do what it appropriately can to replace the mem- 


ber or to have him or her replaced. 





new members who are accomplished in their occupation or in 
other board service. Whatever it is called, proper preparation of new 
board members requires that they become thoroughly familiar with 
the process and the current values of the board they are joining. 
Present board members are the best persons to impart this train- 
ing, though staff can certainly acquaint new board members with 
operational matters. Acquaint is the operative word inasmuch as 
new members’ primary need is not for operational information. 
Such information may help members form impressions of the whole 


300 BOARDS THAT MAKE A DIFFERENCE 


and even to ask good, board-relevant questions, but operational 
information is the domain of management, not of governance. No 
matter how well this information is presented and learned, it still 
will not equip the new member with the tools he or she needs to par- 
ticipate constructively in the board process. New member training 
must be built primarily around preparation for strategic leadership. 


Carefully Manage Information and Knowledge 


All jobs require those who perform them to continually update their 
skills and refurbish their understanding of the position. Turnover 
would perpetuate this need, even if it were capable of being met for 
all time for a given group of persons. Greater skills and understand- 
ing can often be obtained without the expenditure of dollars. If dol- 
lars are necessary, the outlay is best approached from the standpoint 
of investment rather than cost; instead of depicting training as an 
irritating cost, see it as an investment made for its expected return. 

Consequently, return-on-investment criteria are applied. Al- 
though the return in terms of more effective governance will always 
be subjective because quantification is difficult, the idea is the same. 

WANT MORE? Boards learn that education per se is not the issue; it is edu- 
7 cation about the right things. Similarly, it is not just infor- 
a | mation that is the issue, but the right information. Moreover, 
decisions about board skill building and the supply of appropriate 
information would give appropriate consideration not only to the cost 

of training but to the cost of ignorance as well. 

Because of its carefully structured separation of issues, Policy 
Governance is ready-made for the use of modern technology for 
process, record keeping, and displaying the status of issues at a given 
moment. Emergence of this capability—in effect, an Internet-based 
governance “secretariat”—is underway as this edition goes to press. 
Ray Tooley (2004) argued for a system that is instantaneously up- 
dated, “easily navigated from the broadest policy statement to the 
most detailed,” with “current monitoring reports for each policy” 
(p. 7). Such a computerized system can enable task scheduling; his- 
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torical access to board documents; management of board work be- 
tween meetings; sharing of policies among boards of similar type; 
integration of multitiered organizations such as those with national, 
regional, and local boards; on-line voting; and audio and video con- 
WANT MORE? ferencing via the Internet. One beauty of such a system is 
8 that it not only makes using Policy Governance easier and, 
mial therefore, more likely to succeed, but can actually be a 
source of continuing education about the model due to its structure. 
Further, as Tooley says, “Time to get up to full Policy Governance 
speed is dramatically reduced” and “sustainability becomes much 

less of an issue” (p. 8). 


Commit to Structured Practice 


It has been observed that “boards rarely practice as a team. [Boards] 
meet to govern, not to rehearse” (Chait, Holland, and Taylor, 1996, 
p- 5). It is true that armies, rock bands, and football teams practice 
more frequently than they perform, while boards act as if practice is 
unnecessary. But for a board that is committed to the rigor of the Pol- 
icy Governance model, practice is not only useful but crucial for 
maintaining skills. As situations arise that would otherwise be prob- 
lems, the board must be able to use the model (or, more directly, the 
policies it has created by using the model) to reach a solution. Prac- 
ticing skills will allow the board to maintain disciplined teamwork 
and prevent a few excited board members from taking the board off 
into top-of-the-head reactions. 
Miriam Carver developed a structured practice methodology, 
which she and coauthor Bill Charney later published in a workbook, 
WANT MORE? that lays out a step-by-step series of rehearsals. Frequent use 
9 | of this method will help a board not only maintain but ele- 
vate its governance skills. Frequent rehearsals during easy 
times makes it more likely that a board will stay the course during 
problematic times. Ian R. Horen, CEO of Painting and Decorating 
Contractors of America, St. Louis, accurately warns, “Preserving the 
concept of Policy Governance in an organization requires significant 
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diligence. There is enormous temptation among the elected lead- 
ership to revert back to the abandoned structure and behaviors at 
the first sign” of difficulties. 

Hence, Carver and Charney (2004) urge, “Since the point of 
rehearsal is to build board skill, practicing on a regular and frequent 
basis makes a good deal of sense, especially as board composition 
changes due to turnover. Accordingly, we suggest that boards set 
aside a brief period of time during each board meeting to solve a 
scenario presented either in this book or by a board member, staff 
member, or any interested party” (pp. 9-10). However, they cau- 
tion, “governance rehearsal can be a meaningful concept only if the 
expectations and requirements of a governing board are clearly 
articulated. In other words, boards must rehearse in order to be 
effective, but unless there are established rules and expectations, 
there is nothing to be rehearsed” (p. 5; italics in original). I realize that 
boards, already pressed for time, will find it difficult to sustain such 
rehearsals. But devoting a relatively small amount of time to effec- 
tive skill maintenance will pay for itself many times over. 


Surmount the Conventional Wisdom 


Until the prevailing understanding of governance changes, leaders 
must be aware of the deleterious influence of conventional wisdom. 
Current norms drag down boards that aspire to a higher standard. 
A board must continually overcome regressive pressures based in 
the general expectations people have of boards, the requirements 
foisted by funders and authorities, and even the well-intended ad- 
vice of experts. 


Influence of Those Who Expect 


When observers see a board behaving atypically, they are surprised, 
maybe bewildered. Their discomfort with deviation has little to do 
with whether the departure from the norm is productive. When 
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members of a national association watch their board or members of 
the public scrutinize an elected board, they may be confused, suspi- 
cious, and even angered if it does not behave in the way they expect. 

In the public sector, the ownership’s commitment to a better sys- 
tem is largely rhetorical. We do not petition our public boards to 
create more effective systems; we assail them for some small 
instance of implementation that offends us. So the board that would 
create a better system will find few committed supporters among the 
onlookers. A survey of what lobbyists lobby for would indicate 
which aspects of a system truly command our attention. We pursue 
fixes in regard to the element that concerns us, not more integrity 
in the process itself. 

Rituals and symbols of responsible board behavior have grown 
over the years. Observers (not to mention board members them- 
selves) have come to expect a responsible board to look a certain 
way: it approves budgets, monthly financial statements, and per- 
sonnel “policies.” It might adopt long-range plans, but these are 
expected to originate from staff recommendations for board reac- 
tion and revision. Observers have come to believe that boards that 
skip these steps are mere rubber stamps for staff wishes. They have 
seen occasional excesses and even disasters. So there is every rea- 
son to believe that boards who follow the prescribed route are 
responsible and those who do not are not. A board that forges new 
symbols does so at its own peril. The unmasking of empty symbols 
rarely receives as much attention as their absence. 

Boldness and inclusion are keys to success in overcoming these 
impediments. Boldness is needed to do anything new against the 
pressure to conform. Inclusion of all relevant parties in the adven- 
ture helps to defuse opposition. In other words, the board can seek 
to include observers throughout its discussion of governance princi- 
ples and during its adoption of a new model. Those included might 
be journalists, advocacy groups, unions, lawmakers, and any other 
relevant stakeholders. 


303 


304 BOARDS THAT MAKE A DIFFERENCE 


Influence of Those Who Demand 


Those who have power over the board constitute a special class of 
observers. Funding bodies, regulatory agencies, and lawmakers incor- 
porate the conventional wisdom into their demands. After all, in the 
development of federal or state regulations, statutory language, asso- 
ciation certification, and standards of accreditation, there has been 
WANT MORE? little but traditional concepts of governance to guide the 
10 authors. Consequently, even vastly improved governance 
ml can run afoul of accreditation or law because of the improve- 
ments themselves. Mediocrity can pass tests that excellence fails. 
The board has an obligation to lawfulness, of course, but finding a 
way to preserve good governance while being lawful often requires 
creativity. Frequently, it requires legal counsel that is schooled in 
Policy Governance as well as in the law. 

It is not uncommon for standard-setting bodies to be very pre- 
scriptive about what constitutes good governance. National as- 
sociations might dictate that a local board have a certain set of 
committees, particular officers, or monthly meetings. Federal legis- 
lation and regulations might dictate that grantees meet similar 
requirements. Hospital accreditation may require the board to go 
through certain approval procedures. State laws require school boards 
to take action on a host of personnel and expenditure matters. 

Often, little can be done aside from implementing the consent 
(automatic approval) agenda suggested in Chapter Ten. If possible, 
a board would be well advised to interact with funders, regulators, 
and accreditors in a manner that takes those parties’ perceptions of 

WANT MORE? threat to their authority into account as compassionately 
11 as possible. Sometimes it is possible to maintain a good gov- 
endl ernance model while giving the controllers what they are 
looking for—that is, evidence that they are in control and will not 

be viewed as lax by those who evaluate them. Enrolling them in the 
board’s adventure in governance innovation may be one approach. 
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Another may be to proceed through the ritual behaviors expected 
but not take them seriously. 


Influence of Those Who Help 


Vast experience and expertise are accessible in the literature and 
from educators and consultants. Competent help can be obtained 
on strategic planning, financial oversight, fundraising, endowment 
building, administrative controls, audits, bylaws, corporate restruc- 
turing, and on and on. As part of their ongoing education as well 
as for specific issues that arise, boards should avail themselves of this 
body of knowledge, but very cautiously. 

Because much expertise and many helpful formats have been 
developed within the conventional governance framework, the 
board must be a wise consumer. Texts, academic courses, and advice 
from consultants are likely to be topic-specific. The board needs assis- 
tance with its peculiar conceptual segment of budget, personnel, or 
planning activities, not with all budget, personnel, or planning activ- 
ities. The board’s role can be more easily confused than helped when 
the board becomes smarter about administrative or programmatic 
topics in their entirety, because the board can expend a great deal of 
energy on learning how to do the wrong things better. 

The challenge facing boards is how to take advantage of accu- 
mulated knowledge yet reframe that wisdom so that it contributes 
to better governance within a conceptually useful model, not sim- 
ply to more information within an impaired model. Some helpers 
can adapt to this challenge quite well, but boards should not expect 
adaptation to be either automatic or voluntary. A conceptual strug- 
gle might be involved, not to mention a little ego. Staff members, 
for example, may find that their training advice is not as useful to a 
board that is fulfilling an appropriate role. Although staff members 
may have expertise in many areas, governance is not typically one 
of these areas. To adapt their expertise to what the board needs to 
learn, staff must have an understanding of advanced governance. 
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That understanding is not so widespread that boards can expect to 
find it easily, even in skilled educators and consultants. 

Help helpers to be helpful by querying them about compet- 
ing value issues in the area under discussion. Rather than seeking 
their recommendation as to what a selected value might be, draw 
them out on the range of value alternatives available and what 
they see as the implications of options within that range. Impli- 
cations are not only the predictable consequences but also the 
industry averages with regard to others’ experience in making cer- 
tain choices. 

Particularly with regard to developing Executive Limitations 
policies, helpers can bring a great deal to a board’s struggle to set 
the ranges within which staff members are allowed to act. They can 
assist the board in discovering, debating, and deciding what the 
conditions of jeopardy might be in, say, financial condition or per- 
sonnel management. On these two topics, accountants and labor 
lawyers can be extremely enlightening if their counsel is taken in a 
way that relates to the board’s proper role in such matters. Do not 
expect accountants or attorneys to know the proper board role, for 
they, too, will be operating from the conventional view. Following 
the raw advice of an accountant or attorney can, indeed, result in 
poor governance. The use of consultants has always been an impor- 
tant skill; good consultees are made, not born. 


Make Self-Evaluation a Regular Event 


There is no possibility of a board’s governing with excellence in the 
absence of regular and rigorous self-evaluation. Like evaluation of 

WANT MORE? Organizational performance, board self-evaluation should 
12 be against preestablished criteria. In Policy Governance, 
AN those criteria are embedded in Governance Process and 
Board-Management Linkage policies, for they set out how the board 

will function, the discipline it will follow, and the products it will 
produce. So while organizational performance evaluation tests orga- 
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nizational behavior and achievement, self-evaluation tests board 
behavior and achievement. 

Exhibit 11.2 shows the “Monitoring Governance Process Poli- 
cies” policy adopted by the publicly elected board of Adams 12 Five 
Star Schools in Thornton, Colorado. The Adams 12 board policy 
illustrates clearly the connection between Governance Process poli- 
cies and regular board self-evaluation. Notice that the board recog- 
nizes that its CGO (in this case, the president) is empowered to 


Exhibit 11.2. Adams 12 Five Star Schools, Thornton, Colorado 
Governance Process Policy 
“Monitoring Governance Process Policies” 





Systematic monitoring of the Board’s adherence to Governance Process 
y; g 


Policies will be against the policies themselves. Accordingly: 


1. Monitoring is simply to determine the degree to which the Board is 


adhering to Governance Process policies. 


2. Monitoring data will be acquired by three methods: (a) by direct Board 
inspection, in which a designated member or members of the Board 
assess compliance with the appropriate policy criteria, (b) by DSIT, in 
which a designated member or members of the committee assess com- 
pliance with the appropriate policy criteria, and (c) by external report, 
in which an external, disinterested third party selected by the Board 


assesses compliance with Board Governance Process policies. 


3. In every case, the standard for compliance shall be any reasonable 
President interpretation of the Board policy being monitored. The 
Board is final arbiter of reasonableness, but will always judge with 
a “reasonable person” test rather than with interpretations favored 


by Board members or by the Board as a whole. 


4. All policies will be monitored at a frequency and by a method chosen 
by the Board. The Board can monitor any policy at any time by any 
method, but will ordinarily depend on the attached monitoring 


report schedule. 





Note: The monitoring schedule to which the policy refers has been omitted. 
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determine any reasonable interpretation he or she chooses for all 
Governance Process policies (including, incidentally, this one). The 
policy makes obvious that a board’s self-evaluation has much in 
common with the board’s evaluation of executive performance: they 
are both mandatory; they are both ongoing rather than sporadic or 
infrequent activities; and they both use preestablished criteria. 

For self-evaluation to have practical effect, it must be frequent. 
In fact, frequent crude evaluations have a far greater effect than 
infrequent precise ones. For that reason, boards should devote at 
least a brief amount of time in each meeting to evaluating whether 
they are on course. An annual, more meticulous evaluation may be 
used as well, but it will not have as great an effect on ongoing board 
performance. In no event should board self-evaluation be a matter 
of downloading some generic form from the Internet. 


Perpetually Redefine Quality 


Just as the board’s work on Ends policies is a perpetual task, so is its 
pursuit of excellence in the governing process itself. The definition 
of quality never stands still. What constitutes quality governance 
grows as we do, yet always remains a little beyond our grasp. The 
constancy of change can be unsettling. Ferguson (1980) said that it 
is not change itself so much as “that place in between we fear. It’s 
like being between trapezes. It is Linus when his blanket is in the 
dryer. There is nothing to hold onto.” 

One solution is to give up the chase and settle for the status quo. 
A second is to continue the pursuit at the cost of feeling not good 
enough all along the way. The first trap is always present in human 
events. The temptation to settle for the norm is strong in public and 
nonprofit organizations because they are not forced to show results 
per dollar. The second trap is well known to people who learn fast 
and continually. They have only to look back a little to see the last 
thing they did that, in light of the new learning, now looks unwise. 
Their standards of wisdom and quality move forward, and advancing 
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standards can be an unspoken indictment of the past. Hence, in 
addition to the direct cost of working toward higher ideals, there is 


a psychic discomfort that accompanies continual improvement. 


View the Past as Inspiration, Not Impediment 


Continual improvement can be viewed as harsh treatment of tra- 
dition. However, organizations with long histories can cherish their 
past without being beaten into inactivity by it. Organizational his- 
tory, particularly a value history rather than a narrative history, can 
serve the purposes of renewal and recommitment by reminding 
members of what the organization represents. Traditions are a gift 
from the past, not a chain to the past. They are not to be discarded 
but to be built upon. Glendora Putnam, chairperson of the national 
board of the YWCA, spoke of her board as “moving ahead against 
long and revered traditions.” When tradition boxes us in and mind- 
lessly determines who we are, it is no longer to be revered but must 
be escaped. The board is, after all, creating tomorrow’s traditions 
with the actions it takes today. Leadership compels us to be truer to 
tomorrow than to yesterday. 


Pursue Excellence Rather Than Solving Problems 


Commitment to excellence produces change that is more creative 
than reactive. Institute change to grow closer to an ever-receding 
standard of quality. Such change is not characteristically driven by 
problems. It is not problem solving as much as it is ideal creating. 
It aims to fill the gap between what is and what can be more than 
it seeks to escape what has been. It is a solution of the future rather 
than the past. 

“Tf it ain’t broke, don’t fix it” loses its charm as a guiding princi- 
ple because it delays improvement until it is necessary to move. Imai 
(1986) points out that if we do not fix the “unbroken,” someone 
else will—with predictable market advantage. Peters (1988, p. 3) 
has altered the old bromide to, “If it ain’t broke, you just haven’t 
looked hard enough.” For “broke” may be a property not of the 
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thing itself but of its sufficiency in our ever-changing world. What 
was not broken comes to seem broken simply by virtue of new 


expectations and new possibilities. 


Realize That Good Begets Better and Clarity Begets Trust 


The easiest and best time to improve is when things are already 
going well. Incorporating better systems is gentler when it is not per- 
ceived as disciplining an errant member or as initiating a power 
struggle. When problems are rampant, almost any correction will be 
personalized. Thus, systematic monitoring of executive performance 
is best installed when the board and its CEO have a trusting, respect- 

ful relationship. Otherwise it will be perceived as punitive. 
Ironically, with proper systems in place, the clarity of roles and 
expectations generates trust, perhaps in the way good fences make 
good neighbors. In situations in which there is low trust between a 
WANT MORE? board and its management, the first area in which to pur- 
13 sue improvement is not in the trust itself but in clarity and 
| transparency. The former is akin to pushing a hose instead 
of pulling it. If the board pursue the latter option, better governance 

yields and preserves trust. 


Use the Policies Continually 


The policies constructed according to the Policy Governance model 
are intended to answer every governance question or to point the 
way to the answer. This means that when unforeseen challenges 
arise, the board should go first to its policies. It means that when 
board-staff issues come up, the board should go first to its policies. 
WANT MORE? Shooting from the hip is a natural but wasteful and dys- 
14 functional reaction. I have seen boards act like pilots who 
call use their instruments as long as the weather is good but 
abandon them when the weather turns bad, just when they are 
needed most. Regular rehearsals when things are going well, using 
an activity from The Board Member’s Playbook (Carver and Char- 
ney, 2004) or a similar exercise of the board’s choosing, will go far 

to prepare the board for intelligent action in times of crisis. 
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Never Forget That Governance is a Means 


This book and, indeed, the Policy Governance model are dedicated 
to professionalizing governance—that is, basing its practices and 
rules on sound theory. Because of that underlying conceptual coher- 
ence, careless use of the model yields no model at all in the same 
way that almost using a technical tool correctly converts it to expen- 
sive junk. Yet a board must also realize that as important as the tool 
is, it is only a tool. 
The organization does not exist for the purpose of being governed. 
So boards must learn to treat governance like they’d treat their car. 
The automobile is designed to work well when properly used and care- 
fully maintained, but obsession with it need not displace getting to 
desired destinations. I have seen boards take more time in never-end- 
ing struggles about whether to follow this Policy Governance rule or 
WANT MORE? that than they spend accomplishing the purpose for which 
15 the rules were invented. Research would be useful on this 
Mingo} point, but my experience is that such wasteful obsession is due 
either to variations in board members’ understanding of the model or 
to resistance among board members to sticking with any consistent 
system. The former is self-explanatory. The latter leads to constant 
bickering about whether to follow the rules unswervingly. It is as if the 
board has chosen to buy PCs, but a few members cause unceasing dis- 
cussions about whether to buy Macintosh programs they like. 


Remember That Excellence Begins in the Boardroom 


Boards can be successful strategic leaders if they nurture their group 
responsibility. That responsibility must be accepted by every board 
member, not just officers. All members must participate in the dis- 

WANT MORE? cipline and productivity of the group. All members must be 
16 willing to challenge and urge one another on to big dreams, 
amam] lucid values, and fidelity to their trusteeship. All members 
must cherish diversity as well as an unambiguous, single board posi- 

tion derived from diversity. All members must strive for account- 
ability in the board’s job, confident that if quality dwells in the 
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boardroom, the rest of the organization will take care of itself. For 
in the long run, as surely as excellence ends with clients, patients, 
students, or other customers, it begins with governance. 

Governing well is difficult, but the greatest difficulty may lie in 
shifting from old to new paradigms. “Just as managerial ability is dis- 
tinct from technical expertise,” says Elaine Sternberg (1994) in an 
apt comparison, “so the qualities needed for being a director are not 
the same as managerial skill” (p. 228). Successful strategic leader- 
ship demands powerful engagement with trusteeship, obsessive con- 
cern with results, enthusiastic empowerment of people, bigness in 
embracing the farsighted view, and the commitment to take a stand 
for dreams of tomorrow’s human condition. Re-creating governance 
can generate a zestful new genre of strategic leadership in the board- 
room, to be sure, but the effects go far beyond. Douglas K. Smith 
(1996) points out the compelling opportunity to provide leadership 
through modeling: “When leaders are learning and growing, every- 
thing about them communicates the same opportunity to other peo- 
ple. They’re excited, they do things differently. One of the most 
profound—and unusual—experiences people can have on the job 
is to see their leaders grow” (p. 27). 


Next Chapter 


The strength of Policy Governance is that it is founded on theory 
rather than tacked together from one experience to another. The- 
ory in this case means an integrated set of concepts and principles 
tied to external realities. But even a sound concept must prove itself 
in real performance, so the natural and relevant question is “Does 
it work?” Since the inception of the Policy Governance model in 
the mid-1970s, hundreds of thousands of board members and exec- 
utives can answer in the affirmative, but their testimony is anecdo- 
tal, unquantified, and unavailable. Research is desperately needed 
to answer the question. In the next chapter, I review the problems 
of governance effectiveness research, which, at this point, is as prim- 


itive an art as governance itself. 
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IZ 


But Does It Work? 


Criticisms, Effectiveness Research, 
and Model Consistency 


hat does research show about the effectiveness of Policy 

Governance? In a word, nothing. Research has not shown 
that boards using the Policy Governance system are more effective 
than boards that do not. In fact, research has little useful to say 
about the effectiveness of any approach to governance. 

Compared with research in managerial and technical subjects, 
governance research continues in a primitive state despite the great 
increase in studies over the past couple of decades. With respect to 
answering the question posed by the title of this chapter, there are 
three major impediments that researchers will have to overcome: 


e First, for research on the use of Policy Governance to be cred- 
ible, researchers must be able to tell when a board is using the model 
and when it is not. That may seem a simple matter, but the research 
and commentary literature has no shortage of opinions and findings 
by persons who were unable to recognize Policy Governance when 
they saw it. For example, a CEO’s claiming to have a Policy Gov- 
ernance board has mistakenly been assumed by researchers to mean 
the board actually followed the principles of the model. 

e Second, and actually a greater problem, there is extensive 
confusion over just what governance is for. Unless we can agree on 
the purpose of governance, arguing whether one approach or 
another is more effective is futile. For example, purposes of raising 
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funds, supplying volunteer labor, or fulfilling the owner-representa- 
tive purpose described in this book lead to entirely different defin- 
itions of effectiveness. 

e Third, the utility of research findings about component parts 
of governance is diminished when the larger question of purpose is 
unsettled. For example, researching which personality types lead to 
smoother decision making or which committee arrangements lead 
to more board member satisfaction may or may not be useful on a 
board that is deciding about the wrong things or with board mem- 
bers who are on the board for all the wrong reasons. 


Despite the vacuum of support from credible governance effec- 
tiveness research, the Policy Governance model has achieved ar- 
guably more widespread recognition than any other organized 
system of governance—worldwide and across a broad range of sec- 
tors and organization types. Because of the model’s ubiquity, radical 
departure from traditional norms, and substantial claims, it clearly 
warrants informed criticism. But while there have been criticisms 
of the Policy Governance model, they are surprisingly infrequent 
in light of its reputation and uncompromising principles. Some, 


however, come up frequently and warrant a response. 


Criticisms of Policy Governance 


I will omit the most frequent kind of criticism—that which arises 

out of a misreading of the model itself. Among other misconcep- 
tions, it is common to hear that the model forbids committees; does 

WANT MORE? not allow communication between individual board mem- 
1 bers and staff; restricts board decision making to ends issues, 
Mite gem} thereby preventing a board from dealing with staff means; 
keeps the board from exercising its fiduciary responsibility; puts areas 

of organizational information out of reach; and bans public input 

(in the case of public organizations). None of these is accurate, of 
course, which an even cursory reading of this text demonstrates. 
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What gives rise to these sorts of misrepresentations is anybody’s 
guess, but what is clear is that they are not comments on the model. 
The ones that follow are and are worthy of a reply. 


One Size Can’t Fit All 


Chief among the criticisms is that Policy Governance is a one-size- 
fits-all approach to the board’s job. Surely, boards are all different 
from one another. Their organizations are all different; the times in 
which they operate change; they vary in maturity; and jurisdictions 
differ one from another. These things are true, but they argue for a 
WANT MORE? universal theory of governance, not against it. The role of 
2 theory is to tie together the fundamental truths of the gov- 
a | ernance task wherever it appears and whatever its superfi- 
cial characteristics. A fundamental study of governance asks the 
question “What can be said about the attributes of any governance 
role in any situation?” If nothing can be said—that is, if there are 

no universal truths—then the critics’ doubts are proven true. 

But even the critics do not believe their own criticism. They 
would all believe, for example, that every board should know what 
its job is. They would contend that any board that delegates away 
some of its authority is obligated to demand accountability for the 
way that authority is used. The list goes on, but notice that as such 
a list progresses, one is building a set of universal principles. If we 
can but tie them together into a coherent whole, we have a model— 
a model that is as universal as its parts. It will not be a model of a 
certain structure, certainly, but one of certain principles and con- 
cepts. And that is all the Policy Governance model is. My response 
to the complaint that Policy Governance is a one-size-fits-all ap- 
proach is to say, “Thanks. It’s about time.” 

The anatomy chart in your physician’s office is a one-size-fits-all 
model. Chemistry is a one-size-fits-all model (despite the seeming 
dissimilarities in our experiences). In fact, all scientific theories are 
just that. One should not be surprised but, rather, should be grati- 
fied that a search for universal principles yields universal principles! 
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The best retort to this criticism is simply to ask, “Which parts of the 
model are irrational or undoable?” I have found that the reply to 
that question usually reveals misunderstanding about just what the 
model actually is. 


Policy Governance Rules Are Too Rigid 


Although there are fewer rules in Policy Governance than in the 
professions and occupations in which many board members serve, it 
is true that the rules that constitute the model are, in fact, inflexi- 
ble. That characteristic follows from my attempt to reduce the nec- 
essary features of the model to the bare minimum, enabling a 
framework of rules that is as simple and short as possible. But reduc- 
tion to the few rules that apply universally renders those minimal 
rules absolutely mandatory. Those who consider firm rules to be a 
shortcoming overlook that games, from checkers to football, consist 
of unbendable rules. In other words, rigidity in its place is not a bad 
thing, from sterilization procedures in surgery to things we do for fun. 

Frequently, however, this criticism masks a very different objec- 
tion—that the model requires unusual discipline, enough to stick 
to the rules even when personalities and habits entice a board to 
abandon them. These rules do call for more discipline than boards 
typically exhibit, but they require far less than board members fre- 
quently exercise in their chosen fields of work. Electricians, farm- 
ers, pilots, surgeons, architects, and equestrians, for example, must 
all abide by far more demanding rules of discipline than the Policy 


Governance model imposes. 


Policy Governance Just Can’t Be the One True Way 


This criticism is absolutely correct. To my knowledge, no authori- 

tative Policy Governance resource has ever maintained that the 

WANT MORE? model is the only possible way or the only true way to gov- 

3 | ern. There undoubtedly are other paradigms of governance 

that would be just as universally applicable as Policy Gov- 

ernance, but they have not yet emerged. Surely the future will 
change that. 
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The Model Denigrates Measurement 


The Policy Governance model bids boards to set suitably broad 
expectations with great regard for meaningfulness but with no re- 
gard for measurement. So it is true that boards need not pay atten- 
tion to the management mantra “Set measurable objectives.” But 
that is not due to belittling the role of measurement in any way. In 
WANT MORE? fact, the model is as adamant about measurement as was 
4 Franz Karl Achard, the eighteenth- and nineteenth-century 
| German chemist, who said, “The philosopher who does not 
measure only plays, and differs from a child only in the nature of his 
game” (Columbia Electronic Encyclopedia, 2003). Setting expecta- 
tions in the form of Ends and Executive Limitations policies in the 
broadest form that welcomes any reasonable management inter- 
pretation is necessary to allow optimal empowerment and use of 
management creativity and agility. 

And while the Policy Governance board does not consider mea- 
surement at the policymaking stage, it is adamant about it during 
the monitoring phase. Monitoring data are expected to be just 
that—data—trather than simply assurances. And the data must be 
demonstrated to the board’s satisfaction to be a credible operational 
definition of the board’s original policy language. Measurement in 
Policy Governance, then, is enormously important, but it does not 
impose a burden on the board in its creation of policies. 


Policy Governance Denigrates 
or Discourages Board Fundraising 


Simply put, it does not. The model concerns the proper governance 

of an organization, not the optional board engagements of fund- 

WANT MORE? raising, lobbying, or other contributions. These may be 
5 important, even critical board tasks in specific situations, 
mal but they are not generic to all boards and thus are not part 
of a universal theory of governance. In many types of organizations, 
fundraising is not even remotely related to the board’s job. The Pol- 

icy Governance treatment of the nonuniversal job elements that 
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may show up for a given board dictates that the board consciously 
decide what those values added (job products) are to be and include 
them in its job description (see Exhibit 7.4 for an example). So the 
Policy Governance model does not discourage fundraising, lobby- 
ing, or contributing volunteer service. It simply puts such activities, 
should they be appropriate, in their proper place. 


The Model Must Be Used in its Entirety 


In a field in which systems thinking is rare, perhaps it should not 

be surprising that this kind of criticism comes up repeatedly. Arm- 

strong (1998a, p. 14), for example, considered it a fault that “the 

WANT MORE? model will work best only when adopted in its entirety.” 

6 Well, of course. And one’s watch works only when all the 

Emal] parts designed in are left inside the case. We have no prob- 

lem using Ford parts in a Ford and Chevrolet parts in a Chevy, nor 

do we expect Mac programs to run on PCs. But where we are will- 

ing to accept mediocrity—such as in boards, as history seems to 

indicate—disarray and disjointedness are misguidedly granted the 
honorable word eclecticism! 


The Model Doesn’t Fit Our Organization 


Any serious attempt to design for the future must challenge con- 
straints of the past. How could fuel injection ever have been in- 
vented if engineers had been expected to construct all fuel-air 
devices to look like carburetors? Yet it is frequently heard that Pol- 
icy Governance will not work in a given organization because it 
doesn’t fit “the way we do things.” Even academics fall into the same 
trap, making comments like “The type of [governance] model should 
fit the organization’s characteristics” (Armstrong, 1998b, p. 13). 
One might ask just what makes the organization’s current char- 
acteristics the touchstone. If managers were tyrannical toward their 
subordinates, would humane personnel practices be rejected on the 


same basis? To judge any governance approach based on whether it 
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conforms to present organizational practices is an outrage. Critics 
who treat the operational organization as the independent variable 
and the expression of owners’ voices as the dependent variable are 
announcing where they see governance and, by extension, owners’ 
prerogatives in the scheme of things. 

This criticism illustrates the management-centered (rather than 
ownership-centered) way in which governance is typically ap- 
proached. “The way we do things” is invariably the way management 
does things or the way the previous boards have done things. The 
model, remember, deals with the organization’s obligation to its own- 
ership and the board’s role in mediating that accountability. It is not 
presumptuousness but common sense to say that governance prac- 
tices should not be compelled to fit the organization but that the orga- 
nization should fit governance practices. The duty, then, is to work out 
the most advanced governance practices despite contrary manage- 
ment or governance histories—and that undertaking needs a model, 
for it is obliged to be driven not by current board practices, by a 
board’s past practices, or by administrative prerogatives. 


The Model Is Based on a Traditional, 
Mechanistic, Top-Down View of Organizations 


Policy Governance is unambiguously hierarchical, it is true. Those 
who own the organization are clearly in the most authoritative posi- 
tion. The board acts on their behalf and is, therefore, one step 
down. Authority can be granted by the board to the CEO, but not 
WANT MORE? by the CEO to the board. The CEO acts on the board’s 
7 behalf and is, therefore, another step down. Other staff may 
| be empowered by the CEO, but not the reverse. These rel- 
ative positions in the chain of command do not convey wisdom or 
worth, only levels of authority to match their accountability. Most 
staff understand that hierarchy is not only inevitable but justifiable. 
Those few who want an equal partnership with the board are seek- 

ing rights beyond their accountability. The challenge of hierarchy 

is not met by pretending it does not exist. The challenge is met by 
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making it as humane and empowering as possible, consistent with 
accountability and the principle of agency. 


Policy and Administration Cannot Be So Cleanly Separated 


As late as a couple of decades ago, governance writers and practi- 
tioners were still citing the difference between policy and adminis- 
tration as if there were a bright line between them. Of course, given 
the imprecise definitions used for those words, the idea was a gross 
oversimplification. When a degree of enlightenment illuminated the 
error, the same commentators could claim to be sophisticated when 
criticizing Policy Governance for reintroducing the old mistake. But 
Policy Governance does not claim that there is a universally ap- 
plicable stopping point for board encroachment on management 
choices. In other words, Policy Governance doesn’t dictate where 
WANT MORE? the line demarcating board and executive decision making 
8 should be drawn. Decisions are seen as occurring in sizes 
Emal] from largest to smallest, forming an unbroken continuum 
with no preset point where governance magically becomes man- 
agement. Policy Governance only calls upon each board to clearly 
establish a dividing line for its own organization. While it is not pos- 
sible to say for all organizations where that boundary should go, for 
any given board and its executive there is no excuse for it to be 
ambiguous. If a CEO tells the board, “My staff and I operate as a 
team,” the board understands. If, however, a CEO says, “I can’t tell 
the difference between my job and those of my staff,” the board has 


reason to worry. 


Policy Governance Curtails Board Involvement 


The model not only allows but demands board involvement. It does 
not excuse board involvement, however, in whatever strikes board 
members’ fancy. Governance is an authoritative job that requires at 
least as much discipline of the board as it does of the staff. Disci- 
pline means that what one is involved in is not a matter of whim 


or personal motivation but one of careful and respectful design. The 
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model was not designed to make board members happy or to help 
them fill their time. It was designed to ensure that owners are prop- 
erly, wisely, and farsightedly represented. That requires not just 
board involvement but board involvement in the right things in the 
right way. 


Board Members Are Prevented from Talking with Staff 


It is hard to know where this criticism comes from. In fact, the 
model makes it safer for board members and staff members to inter- 
act as they wish than does traditional governance. It does so by 
WANT MORE? waking the rule very clear that nothing a board member 
9 says to a staff member has directive authority. The board 
Meant} must speak in a single authoritative voice. Further, if there 
is a CEO, then the board speaks authoritatively only to the CEO. 
The beauty is that making the rules and roles clear means that any- 

one can talk with anyone about anything without doing harm. 

In addition, it is common in the practice of Policy Governance 
for a board to invite the CEO to bring staff members in so that the 
board can hear their ideas and glean their wisdom about questions 
under board consideration. The board is open to knowledge from 
all directions, even though it commands only through one careful 
channel. In this way, staff members can become part of the board’s 


extensive input system. 


Policy Governance Requires an 
Expert CEO and a Conflict-Free Board 


It is true that the more competent, committed, and conflict-free the 
board members and executive are, the better Policy Governance—or 
any other approach—will work. However, if a board with an inade- 
quate CEO moves to Policy Governance, its CEO will not be any 
more incompetent than before. In such situations, the board finds 
that it did not have a CEO to start with but had only a top clerk who 
was incorrectly called a CEO. But just as often, when given the 
opportunity to actually be a CEO, free of over-the-shoulder board 
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behavior, many CEOs rise to the occasion. In any event, the great- 
est effect of Policy Governance is to make CEO adequacy or inad- 
equacy too obvious to overlook. 

As for conflict among board members, rather than the model 
failing to work, its clarity about CEO authority starting where board 
decisions leave off means that management is not left hanging just 
because the board has failed to make a decision. Moreover, because 
the CEO is not obliged to pay any attention to the board until it 
has officially spoken, intraboard conflict does not jeopardize man- 
agement as it does in traditional governance. Under Policy Gover- 
nance, intraboard conflict may be uncomfortable, but it does not 
delay the CEO in getting on with business. 


Policy Governance is Just Theory 


Because the model is designed with the purity of theory, it can be 
criticized for being “just theory.” Yet having no underlying theory 
has always been the greatest weakness of governance, whether in 
corporate or nonprofit organizations. Governance practices do 


WANT MORE? change some over time, but usually through what Thomas 
10 | Kuhn calls “development by accumulation” (1996, p. 2). 


The utility of theory is that all aspects of an undertaking 
can be aligned in the most productive fashion. Having a technol- 
ogy of governance helps free boards from the domination of current 
personalities and the flukes of their specific history. Policy Gover- 
nance is both a theory and a sophisticated operating system for 
board leadership. 


Research Has Not Proven the Model to Be Effective 


This is a good criticism and entirely accurate. On the other hand, 
it has little utility inasmuch as no approach to governance has been 
shown by research to be effective. Until research can catch up to 
the need, the only choice is between a conceptually coherent, the- 
ory-based approach that has not been proven effective by research 
and a tradition-based patchwork of practices that also has not been 
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proven effective by research. The quandaries of governance research 
receive more detailed treatment later in the chapter. 


How Much Policy Governance Is 
Required to Be Policy Governance? 


The Policy Governance model is composed of concepts and princi- 

ples that have been imported from governance knowledge that has 
been around for many years: the board speaks on behalf of others; it 
works best at the policy level; it has topmost authority in the orga- 

WANT MORE? nization; and its authority is vested in the group, not the 
11 individuals. A list of such universally accepted principles— 
mal though expressed for equity corporate boards—is shown in 
Exhibit 12.1. Those and other long-standing points are recognized 

and usually refined in the Policy Governance model. But it is im- 
portant to note that a number of concepts and principles unique to 


Exhibit 12.1. Universally Accepted 
Principles of Accountable Governance 





e The board governs on behalf of all owners. 


e The board is the highest authority in the company, below only the 


owners. 
e The board is the initial authority in the company. 
e The board is accountable for everything about the company. 
e All authority and accountability is vested in the board as a group. 
e Governance roles and executive roles have different purposes. 


e Delegation should be maximized, short of risking the board’s fulfill- 


ment of its accountability. 


e Assessing board performance requires evaluation of both governance 


and management. 





Source: Adapted from Carver and Oliver, 2002c, p. 8. 
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Policy Governance (for example, those that deal with the ends- 
means distinction and the graduation of decision sizes) were created 
in order to build upon and systematize that preexisting knowledge, 
making it into a conceptually coherent, powerful instrument for 
governing. 

Assembled from borrowed concepts in addition to truly new 
ideas, the Policy Governance model as a new entity, then, consti- 
tutes a unique system that is intended to be used as a system. Even 
so, there are parts that can be lifted from the model and used by 
themselves. For example, a board can profitably take from the model 
just the principle of never evaluating its CEO except on criteria set 
forth ahead of time. For uncountable boards, that discipline alone 
would be an improvement. If a board takes from Policy Governance 
only that board instructions to staff will be from the group as a 
whole rather than from individual board members or committees, 
that would be an improvement. Any one of a number of elements 
of Policy Governance can bring welcome change to the average 
board, even if the model as a whole is not adopted. 

On the other hand, these improvements—while they are to be 
admired and sought—do not transform the nature of governance. 
They are akin to repairing an old car by repairing fan belts, brakes, 
and dents. Those are improvements, to be sure, but they can never 
produce a new car. No matter how much one fixes a typewriter, it 
will never become a word processor. The intent of Policy Gover- 
nance is not simply to bring a few improvements to boards; a far less 
radical and less disciplined approach can do that. The aim of Pol- 
icy Governance is to create in the place of an old, tired, inadequate 
role one that is predisposed to and capable of visionary leadership, 
empowering delegation, and ironclad accountability. The title of 
this book is simply a mild statement of that goal. 

So when the utility of Policy Governance is researched, it is 
important that it is really the practice of Policy Governance that is 
under scrutiny, not merely bits and pieces of it. Without compe- 
tence to tell the difference, individuals’ opinions and findings of for- 
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mal research provide relatively meaningless conclusions. A mere 
cursory understanding of the model or unjustified reliance on oth- 
ers’ claims to be using it have impeded useful commentary and 
research, producing conclusions useless to the question of gover- 
nance effectiveness, yet widely quoted among academics who should 
know better. 

So what are the essential elements of the model, in the absence 
of which one can be said to be borrowing from Policy Governance 
but not using it? After all, the use of the word model is not happen- 
stance; used in its scientific rather than its structural sense, it means 
a system of integrated, interacting parts. As with a clock, removing 
one wheel may not spoil the clock’s looks, but it seriously damages 
its ability to tell time. It becomes an ornament, not a clock. So in 
Policy Governance, which wheels would have to be in place to still 
have our “clock”? Here, adapted from previous publications, is a list 
of the minimum requirements: 


1. The board connects its authority and accountability to those 
who morally (if not legally) own the organization—if such a class 
exists beyond the board itself—seeing its role as servant-leader to 
and for that group. Owners, as used in the Policy Governance 
model, are not all of the stakeholders but are only those who stand 
in a position corresponding to shareholders in an equity corpora- 
tion. Therefore, staff and clients are not owners unless they inde- 
pendently qualify as such. 

2. With the ownership above it and operational matters below 
it, a governing board forms a distinct link in the chain of command 
or moral authority. Its role is commander, not adviser. It exists to 
exercise that authority and properly empower others rather than to 
be management’s consultant, ornament, instrument, or adversary. 
The board—not the staff—bears full and direct responsibility for 
the process and products of governance, just as it bears account- 
ability for any authority and performance expectations delegated to 
others. 
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3. The board makes authoritative decisions directed toward 
management and toward itself, its individual members, and com- 
mittees only as a total group. That is, the board’s authority is a group 
authority rather than a collection of individual authorities. 

4. The board defines in writing (a) the results, changes, or ben- 
efits that should come about for (b) specified recipients, beneficia- 
ries, or other targeted groups, and (c) at what cost or relative 
priority for the various benefits or various beneficiaries. These are 
not all the possible benefits that may occur but are those that form 
the purpose of the organization, the achievement of which consti- 
tutes organizational success. Policy documents containing solely 
these decisions are categorized as Ends in the terminology of the 
Policy Governance model but can be called by whatever name a 
board chooses, as long as the concept is strictly preserved. 

5. The board defines in writing the behaviors, values added, prac- 
tices, disciplines, and conduct of the board itself and of the board’s 
delegation and accountability relationship with its own subcompo- 
nents and with the executive part of the organization. Because these 
are non-ends decisions, they are called board means to distinguish 
them from ends and staff means. All board behaviors, decisions, and 
documents must be consistent with these pronouncements. In the 
terminology of the Policy Governance model, documents contain- 
ing solely these decisions are categorized as Governance Process and 
Board-Management Delegation but can be called by whatever names 
a board chooses, as long as the concepts are strictly preserved. 

6. The board makes decisions with respect to its staff’s means 
decisions and actions only in a proscriptive way in order simulta- 
neously (a) to avoid prescribing means and (b) to place off-limits 
those means that would be unacceptable even if they work. Policy 
documents containing solely these decisions are categorized as Exec- 
utive Limitations in the terminology of the Policy Governance model 
but can be called by whatever name a board chooses, as long as the 
concept is strictly preserved. 
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7. The board’s decisions in Ends, Governance Process, Board- 
Management Delegation, and Executive Limitations begin at the 
broadest, most inclusive level and, if necessary, continue into more 
detailed levels that narrow the interpretative range of higher lev- 
els, proceeding one articulated level at a time. These documents are 
exhaustive, replacing or obviating board expressions of mission, 
vision, philosophy, values, strategy, goals, and budget. They are 
called policies in the terminology of the Policy Governance model 
but can be called by whatever name a board chooses, as long as the 
concept is strictly preserved. 

8. If the board chooses to delegate to management through a 
chief executive officer, it honors the exclusive authority and ac- 
countability of that role as the sole connector between governance 
and management. In any event, the board never delegates the same 
authority or responsibility to more than one point. 

9. In delegating decisions beyond the ones recorded in board 
policies, the board grants the delegatee the right to use any reason- 
able interpretation of those policies. In the case of Ends and Exec- 
utive Limitations, when a CEO exists, that delegatee is the CEO. 
In the case of Governance Process and Board-Management Dele- 
gation, that delegatee is the CGO (chief governance officer), except 
when the board has explicitly designated another board member or 
board committee. 

10. The board monitors organizational performance solely 
through fair but systematic assessment of whether a reasonable 
interpretation of its Ends policies is being achieved within the 
boundaries set by a reasonable interpretation of its Executive Lim- 
itations policies. If there is a CEO, this assessment constitutes the 
CEO's evaluation. 


Since the intent is for a board to use an integrated system, not just 
a collection of practices, particular attention should be paid to the 
statement in principle 5 that says, in effect, that whatever practices 
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are not expressly mandated in these principles must be consistent 
with them. If an outside authority demands board actions that are 
inconsistent with Policy Governance, the board creatively uses the 
consent (automatic approval) agenda or another device in order to 
be lawful without compromising governance. Because these ten 
points have been condensed to a minimum yet encompass the com- 
plete range of governance behavior, a few further examples of spe- 
cifics might be useful. 

For example, if the board confuses owners with other stake- 
holders by accepting non-owner input as owner input, it violates 
principle 1. If a board relies on the CEO to create the board’s agen- 
das, it is violating principle 2. If a board directs that the organiza- 
tion offer certain services or programs, it violates principle 6. If a 
board’s Executive Limitations policy prohibits the CEO from “fail- 
ing to have written job descriptions for all staff,” it is violating prin- 
ciple 6. If it maintains statements of vision, values, or goals separate 
from those embedded in properly constructed policies, it violates 
principle 7. If it allows a finance committee or a financially expert 
board member to make rules for financial management, it is violat- 
ing principles 3 and 8. If a board evaluates or instructs persons who 
report to the CEO, it is violating principles 2 and 8. If a board 
judges CEO performance based on what the board meant by pol- 
icy wording rather than by whether the CEO’s interpretation of 
the wording is reasonable, it violates principle 9. If a board evalu- 
ates its CEO on anything other than the applicable policies, it vio- 
lates principle 10. If the board fails to assess carefully the CEO's 
justification for the reasonableness of his or her interpretations, it 
violates principle 10. Of course, these are only examples. The point 
is that Policy Governance is a precision system that promises pre- 
cision in governance only if used with precision. 

So, contrary to much of the research done to date, let us assume 
that when researchers compare the practice of Policy Governance 
with other approaches to governance, they can actually tell whether 
or not Policy Governance is being practiced. But having achieved 
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that level of discernment, researchers must then confront the really 
big question for research on the effectiveness of governance: just 


what is “board effectiveness”? 


Research on the Effectiveness of Governance 


Governance is a social construct; it does not appear in nature. Be- 
cause it is a function created by human beings for a human purpose, 
the purpose can be whatever we say it is. Typically, the purpose of 
a construct is derived from the dynamics of realpolitik, the hap- 
penstances of history, or a considered philosophical position. In the 
first instance, interactional struggles of the day use the construct as 
a weapon in jockeying for power or advantage. For example, a CEO 
might want the board to be a fundraiser and apologist for staff; an 
intrusive board chair might want governance to be based on chair 
hegemony. In the second instance, the fact that governance has 
been conducted a certain way for a long time justifies its continu- 
ing along the same course; hence, governance is limited by “how 
everyone else is doing it” or “the way we’ve always done it.” 

In designing Policy Governance, I took the third path, that of 
basing the nature of governance in a philosophical position, then 
aligning all its parts and practices with that nature. The upside of 
this approach is conceptual integrity; the parts all make sense taken 
as a whole, and the total plays a defensible role in the larger human 
scheme of things. Another upside is that although board members 
all come with their own personal agendas, there is a common 
ground of rationality that is sufficiently compelling to shape a com- 
promise on their process. The downside is that governance that is 
so carefully crafted is out of step with conventional wisdom and the 
experience of accomplished board members, requires unusual disci- 
pline, and can be frightening to executives who fear a board with 
self-determination. 

Policy Governance begins with the proposition that boards exist 


to provide owners an authoritative voice in the organizations they 
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own. Boards may perform optional functions, but this is their rai- 
son d’être. That is, they exist to translate informed owners’ wishes 
into organizational performance. I say “informed” because owners 
must rely on their owner representatives to distinguish the doable 
from the undoable and to summarize and synthesize multiple owner 
viewpoints. 

I have contended that a board derives its moral authority from 
and incurs its most salient accountability to some base of legitimacy 
that, for lack of a better term, I call the ownership. Ownership in 
this sense does not rest merely on a legal definition of holding title 
but is best described as a moral ownership. For the board of an 
antique auto club, the ownership is the membership of the club. For 
a city council, the ownership is the population of the jurisdiction. 
For an equity corporation, the ownership is the body of sharehold- 
ers. For some types of organizations, putting a name on the identity 
of owners is not as easy as in the foregoing instances. But even when 
identifying the owners is difficult, the utility of the concept is not 
diminished any more than identifying the runway when landing is 
less important just because a fog obscures it. 

In normal life, ownership is an easy concept. Assume that I am 
about to buy a new vehicle. I ask you to help me with the question 
“Which is more effective, a Jaguar or a Land Rover?” If you do not 
know what I want the vehicle for, you would be unable to help me. 
Your knowing what my neighbors, creditors, or friends (all impor- 
tant stakeholders) want would not suffice. Although I owe these 
stakeholders ethical behavior and maybe even helpfulness, my own- 
ership of the vehicle per se is not diluted by those obligations. Even 
law, which surely can restrict my use of what I own, would cause no 
one to say I don’t own my vehicle just because it is not to be driven 
above the speed limit. Curiously, some governance research puts all 
stakeholders on an even footing by measuring governance effec- 
tiveness with respect to their approval. It is as if the ownership con- 
cept either does not exist or is immaterial. The difference between 
stakeholders and owners is dealt with in Chapter Seven, so at this 
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point I am only moved to note that these researchers would never 
dilute the meaning of ownership with respect to their family car 
in the same way. Unless we know directly—or by a representative 
process—what owners want, macroeffectiveness research is severely 
handicapped or, at worst, even pointless. By macroeffectiveness, I 
mean the effectiveness of the organization as a whole in fulfilling 
its essential purpose. Microeffectiveness research can proceed with- 
out confronting that difficulty. For example, will double-entry 
bookkeeping produce more easily traceable records than single- 
entry? Will phonics or phonetics result in higher reading scores? 
What methods are associated with greater acquisition of revenues? 
Which board behaviors are linked to CEO job satisfaction? What 
board member personality types are associated with greater per- 
ceived ability to make decisions? Such research—for example, 
about which personal characteristics work best on a board—must 
take into account that it is contaminated by whatever ideas peo- 
ple have on what boards need and what they should be doing. Sim- 
ilarly, research about whether boards that have gone through 
training—any training—are more satisfied with their performance 
than ones that have not is contaminated by what board members 
think fulfills their role. 

Those are not inconsequential questions, nor is the research on 
them meaningless, but they avoid the massive question of which 
governance practices fulfill the social construct of ensuring that 
owners’ interests dominate and are fulfilled by the organization. So 

WANT MORE? while microeffectiveness research is clearly legitimate, the 
12 predominance of subsidiary questions in the research liter- 
N | ature obscures the fact that the large question is yet to be 
addressed. More insidious, many such studies imply that effective- 

ness in governance is to be judged by whether board members are 
more fulfilled, challenged, or involved; the CEO is happier or the 
board is less meddlesome; the board raises more funds; grant rev- 
enues are increased; committees are active; or the board chair per- 
ceives the CEO to be meeting his or her objectives. It is a travesty 
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that research by credible academics acts—without ill intent—to so 
trivialize the role of owner representatives. 

At this writing, the most thorough of academic studies on gov- 
ernance effectiveness of which I am aware—the dissertation of 
Patricia Nobbie (2001 )—while taking care to avoid the common 
trap of failing to discern whether Policy Governance is in fact being 
used, falls squarely into the other trap of treating a group of man- 
agement characteristics as independent variables and governance 


WANT MORE? methodology as the dependent variable. The Policy Gov- 


13 | ernance model was not created to accomplish any of the 


internal management indices selected for comparison. (The 
model does provide a framework that enables a given board to 
require accomplishment of those things, but there was no indica- 
tion the selected boards had any such intent.) To reiterate, the Pol- 
icy Governance model was designed to ensure—borrowing the 
terminology of the International Policy Governance Association— 
owner-accountable organizational performance. 

It is not uncommon for research claiming to be a study of gov- 
ernance effectiveness to see governance as a dependent variable and 
management as an independent variable. That is, researchers as- 
sume that we already know what good management is, so the only 
task before us is to find out what good governance is. Therefore, a 
researcher might try to hold management constant and then see 
what governance practices fit it well. But that is entirely backwards 
and exemplifies what is wrong with traditional governance think- 
ing. If the role of governance is to translate owners’ wishes into 
organizational performance, the real question is what approach to 
management best fulfills what governance requires of it. In other 
words, despite researchers’ assumption, in an individual instance, 
we have no way of knowing what good management is until we 
know how well it produces the results authoritatively required of it. 

Policy Governance calls for more than merely a different set of 
board operating rules; it calls for something deeper—the simple 
philosophical position that organizational effectiveness depends on 
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what owners want their organization for. If a board is needed at all, 
governance operates between owners and the organization itself, 
with the task of discovering or summarizing what owners want, tem- 
WANT MORE? pering that knowledge with whatever relevant intelligence 
14 is appropriate, and requiring an operating organization to 
Hace produce it. With that in mind, it becomes clear that re- 
search must incorporate a more defensible concept of what gover- 

nance is for before it can research what is best for boards to do. 
Thus, the central and even foundational research inquiry is to 
find which governance practices are best able to convert a judicious 
summary of owners’ intentions into organizational performance. 
The question is simple, but researching it is not. Even as late as 
2005, when this edition is going to press, to my knowledge, credi- 

ble research on that pivotal question has never been done. 


Policy Governance and Excellence in Board Leadership 


The Policy Governance model is founded in the same owner rep- 
resentative role that is expounded in the social contract philosophy 
of Jean-Jacques Rousseau. The attitude and commitment that is 
built into Policy Governance is consistent with Robert Greenleaf’s 
concept of servant-leadership. I drew liberally from the manage- 
ment literature in instances in which it offers advice that is ap- 
plicable to governance. The mechanics of Policy Governance are 
simply a concrete design for translating governance theory into 
excellent governance performance—the conversion of conceptual 
design into an operating system. 
Yet I cannot say that using the model even with unrelenting pre- 
cision will ensure excellent board leadership. Boards that are unwise 
WANT MORE? will remain unwise when using Policy Governance. Boards 
15 that are uncaring will remain uncaring when using Policy 
Maal] Governance. Boards that are ill-intentioned will remain ill- 
intentioned when using Policy Governance. Boards that are unin- 
telligent will remain unintelligent when using Policy Governance. 
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The model does not ensure sagacious, farsighted, humane deci- 
sion making, even though it provides the most carefully crafted 
framework with which to govern an enterprise on behalf of others. 
Just as an automobile with all possible performance and safety fea- 
tures cannot cause sensible driving, Policy Governance neither 

WANT MORE? relieves board members from the task of coming to grips 

16 with difficult choices nor protects them from bad decisions. 

Min scaly To use the car analogy once more, the board will have all 

the challenges of plotting a course and driving astutely, but at least 

it won’t have to worry about the roadworthiness of the vehicle itself. 

Policy Governance is merely a vehicle for board leadership, not its 
embodiment. 

The Policy Governance model enables wise and intelligent peo- 
ple to govern with excellence; it does not produce excellence. Only 
board members can do that. 


WANT MORE? 


mal 
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Resource A: Varieties of 


Policy Governance Applications 


The model of governance set forth in this book was developed to 
be generic, applicable no matter where or what boards govern. It is 
meant to encompass most organizational variations comfortably 
within a general theory of governance. Adapting the model to 
profit-based corporations, which have not been the subject of this 
book, requires only recognition that shareholders constitute the “for 
whom” component of ends. Public and nonprofit boards face spe- 
cial circumstances that make adaptation appear difficult, but only 
in rare cases is it actually so. 

I have had the opportunity to interact with board members from 
every populated continent. Naturally, those boards span vast cultural 
differences, yet the fundamental precepts of Policy Governance gar- 
ner an enthusiastic response across the world. For example, I have 
worked with native North American groups, all of whom found the 
concepts culturally compatible. 

Still, each organization likes to feel that it is different, as each 
has its own history and personality. It has been said that consultants 
think all organizations are alike, while organizations think they are 
all different. Even so, boards would do well to resist focusing pre- 
maturely on their peculiarities and look first to generic principles of 
strategic leadership in governance. These principles, rather than 
detracting from the uniqueness of an organization, make its dis- 


tinctiveness possible. 


345 


346 Resource A 


So a board must deal with its peculiar conditions by first ignor- 
ing them. The peculiarities should be viewed through a framework 
of general principles. Amazingly, boards often find that they are not 
so different after all. The real payoff lies in their being able to apply 
powerful, generic principles even when they are lured by an illusory 
atypicality. 

“Governance is governance is governance” may not be the whole 
truth, but it is not a bad place to start. Special circumstances do mat- 
ter, but to deal with them effectively, a board must have a sound 
footing in the basics. In this appendix, I present a few examples of 
how the generic model applies to special situations. My intent is not 
to address all the varieties of organizations but only to comment on 
the applicability of Policy Governance to their board work. The cat- 
egorizations that follow are merely for convenience; it is also not my 
intent to create fixed categories, for you will see that a given orga- 
nization might be placed in several of the categories. 


City Councils or Other Elected Boards 


Four peculiar conditions apply to city councils: (1) council mem- 
bers are elected individually; (2) councils have police power or coer- 
cive authority over a geographic territory (not just over their own 
staff); (3) councils are tightly regulated by state or provincial law as 
to powers and methods; and (4) when an independently elected 
mayor serves statutorily as CEO, the board-CEO structure does not 
pertain because the council does not have authority over the mayor. 
In these cases, the relationship is more like that of the Congress and 
the president, each having separate powers. 

When each member represents a separate constituency, work- 
ing together for the whole can be difficult. Furthermore, electorates 
tend to expect officials to attend to the smallest of concerns rather 
than the sweeping, momentous ones. City councils have a particu- 
larly hard time distinguishing between owner concerns and cus- 
tomer concerns. A citizen is more likely to complain about a 
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garbage collection incident or stop sign placement than about the 
city’s long-term maintenance of infrastructure. 

Police power gives the council authority over third parties and 
thus creates a unique area of governance statements beyond the four 
policy categories of the model: ordinances, or, in Canada and the 
United Kingdom, bylaws. State-prescribed structure and procedures 

WANT MORE? sharply cramp councils’ latitude in governance and delega- 
1 tion. Moreover, councils resort to hands-on control so fre- 
mal quently that their time is always overcommitted, which 
severely strains council members. In addition, a greater political 
consequence, as stated by Ron V. Houser of the City of Grande 
Prairie, Alberta, is that “society is often unable to attract the best 
candidates with the necessary vision and talents to lead . . . due to 
[the job’s having been defined as requiring such exhausting] time 

and financial sacrifices.” 

These conditions make it difficult but not impossible to apply 
good governance principles. Condition 4 in the preceding list (an 
independently elected CEO) introduces a major difficulty in fully 
applying the model, for the CEO is more beholden to the electorate 
than to the board. Even then, however, a council can use some of 
the same policymaking principles. In the pure council-manager 
form, this problem does not arise. With only minor exceptions, 
then, Policy Governance is applicable to elected councils. 


School Boards 


Local boards of public education have one of the most difficult tasks 
among public and nonprofit bodies. They face four peculiar condi- 
tions: (1) individual board members are often elected; (2) school 
boards are tightly regulated by state or provincial authorities; 
(3) school boards preside in the public spotlight over an emotional 
topic; and (4) everyone thinks he or she is an expert because, after 
all, we all went to school. Condition 1 is similar to the first situa- 
tion confronting city councils. One of the effects is that school 
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board members often act in a way that politically satisfies individual 
consumers rather than with the discipline needed for good gover- 
nance. Condition 2 is so oppressive that school boards are forced to 
WANT MORE? misuse most of their time in trivial pursuits. Condition 3 
2 intensifies condition 1 inasmuch as the emotional electorate 
Mita cmt} can be unyielding and irrational. Condition 4 simply makes 
the job a little more difficult. The generic Policy Governance model, 
however, is thoroughly applicable to school boards. 


Boards in State and Provincial Government 


Peculiarities of state and provincial government boards range 
broadly because of the wide variety of statutes that have established 
and charged such boards. Boards of government departments, 
depending on the jurisdiction, have to deal with greater or less con- 
trol by the executive authority and have greater or less indepen- 
dence from other organs of government. They also have varying 
degrees of authority over their respective CEOs and departments. 
Across these boards, the generic Policy Governance model ranges 
from largely to totally applicable. I mean to include in this category 
WANT MORE? the quasi-governmental organizations charged by govern- 
3 ment with overseeing or disciplining professions or other 
amami] practitioners. In Canada, for example, this category would 
include regulatory colleges and law societies, and in the United 
States, it would include licensing boards. What these boards have 
in common is their intimate relationship with legislatures and leg- 
islation. These bodies regularly confront a difficulty in deciding 
whether their ownership is the body politic or the professionals or 
practitioners being regulated. 

When describing such boards’ jobs, legislators have a tendency 
to write enabling statutes that confound powers, prescribed activi- 
ties, and outputs. Because the conceptual framework used by such 
boards does not disentangle these managerially distinct concepts, 
much leadership potential is wasted. There often appears to be a 
subtle legislative intent that the board not truly govern, but just as 
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often, the problem is simply naïve design. An example of poor 
design is the Georgia State Board of Education. The board has var- 
ious types of approval authority over the state superintendent and 
the Georgia Department of Education, yet the superintendent is an 
independently elected official. It is no wonder that vehement con- 
flicts arise with such a dysfunctional arrangement. 


College and University Boards 


Community colleges and, in the United Kingdom, colleges of fur- 
ther education have been far more influenced by Policy Governance 
than boards of universities. In any event, the principles of Policy 
Governance apply fully, though in many institutions, boards are 
confronted internally with shared governance, the apportionment 

of relatively equal power with faculty or a faculty senate. The Policy 
WANT MORE? Governance view of this arrangement is that the real own- 
4 ers of the institution are being shortchanged by the dilu- 
a | tion of the general public’s control. This comment in no 
way questions the importance of faculty or the critical tradition of 
academic freedom, for it is in the public’s best interest to satisfy and 
preserve both. In addition, in many North American jurisdictions, 
boards are confronted externally with laws that require board seats 

for students, faculty, and administrators. The Policy Governance 
view of that requirement is that is arises from a poor understanding 


of the board as owner representative. 


Parks Boards 


In the United States, about half of parks boards are elected, and the 
other half are appointed. In other countries, practices vary. The job 
WANT MORE? in all cases, however, is practically identical. When parks 
5 | boards are attached to municipal government, there is fre- 
quently considerable confusion as to whether the board has 

a governing or an advisory role. If it is advisory, confusion is often 


about whom it advises and about what. 
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Boards of Charities, Social Services, 
and Community Organizations 


This category is extremely broad, ranging from small advocacy groups 
to large entities organized to provide social benefit. It is in this group 
that one is more likely to find boards with no staff or very minimal 
staff in which board members form all or much of the only workforce 
available. When that is the case, whether the board chooses to treat 
WANT MORE? One person as a chief executive officer is crucial to the way 
6 | the model is implemented. The model offers a way for the 
board to carry out the governance portion of its task, 
enabling board members to be volunteer workers and volunteer gov- 
ernors simultaneously by keeping the rules of each role separate. But 
some organizations in this class are quite large either in revenues or 
in their effect—for example, the YMCA, the YWCA, family coun- 


seling providers, and local improvement groups. 


Boards of Cooperatives and Credit Unions 


Cooperatives are membership organizations wherein the members 

are customers and beneficiaries as well as owners. Policy Gover- 
nance has been implemented in agricultural, retail food, and other 
types of co-ops. One of the challenges for co-op boards is the dis- 

WANT MORE? tinction between members’ interests as owners and their 
7 interests as customers. In credit unions—a distinct type of 
Emn co-op—boards have that hurdle but also have to determine 
that their organization exists for the difference it makes in mem- 

bers’ lives rather than for profitable operation. Prudent financial 
operation is important in all cases, of course, but does not form the 


reason for existence and, therefore, is not an ends issue. 


Library Boards 


The role of libraries in Western culture has evolved from being book 
depositories to integrating societal connectivity and resource avail- 
ability. Library boards have struggled with important social currents 
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in order to adapt to changing times and expectations. Many have 

had a hard time turning their focus from internal concerns to the 

WANT MORE? tole of libraries in the cultural developments yet to come. 

8 | Policy Governance can be an enabling technology for the 
needed leadership. 


Foundation Boards 


The only peculiarity of foundation boards (excluding “operating” 
foundations—those that are themselves primarily service providers 
rather than funders) is that they give away money rather than run 
their own programs. Thus, they are like relief agencies, the United 
Way, the Community Chest, and government funding agencies. 
The generic model is entirely applicable. 


Church Boards 


When the church board is actually the church’s governing body, the 
model is totally applicable. When this is not the case (for example, 

in Catholic parishes), the variety of arrangements makes a single 
comment difficult. For example, some local church boards are 
WANT MORE? merely advisory to a larger hierarchy, while others are advi- 
9 sory to the clergy, and some are in charge, but only of non- 
amam theological aspects of the church. In these latter cases, the 
generic model is only partially applicable, for the board does not 
have total governing authority over the enterprise. In churches in 
which there is no question about the authority of the board as mem- 

ber representative, granting CEO status to the religious leader in 
many cases results in a struggle, because many such leaders can con- 


ceive of themselves as teachers but not as executives. 


Hospital Boards 


Hospital boards have one peculiarity—the “third power” relation- 
ship with physicians. Doctors who are granted privileges to practice 
in a hospital constitute an organized body called the medical staff. 
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Unlike employed personnel, medical staff do not work for the board, 
though there may also be salaried physicians who do. The admin- 
istrative and clinical people operating under the CEO do work for 
the board and often find themselves caught in the middle between 
WANT MORE? board and medical staff. Occasionally, the medical staff is 
10 directly represented on the board. Even so, boards can com- 
fia somal pletely apply the generic model, usually by treating the 
medical staff organization as a body advisory to the board on the 
quality of medical practice and practitioners, while still honoring a 
fully empowered CEO role. 
The multicorporate systems in which hospitals are often 
involved may have an additional peculiarity. It is common to find 
a parent-subsidiary structure and roles that are artifacts of govern- 
ment payment schemes, not designs based on optimal health care 
delivery. 


Boards of Associations or 
Federations of Organizations 


In this configuration, otherwise separate organizations have formed 
another tier of organization, a separate corporation to which the 
constituent entities yield some of their powers for a common pur- 
pose. The peculiarity of the federation form lies in the nature of the 
ownership, which is ordinarily a membership composed of individ- 
ual organizations. Like city councils, association boards have great 
difficulty distinguishing their members’ ownership role from their 
customer role. Improved governance by the association board must 
be accompanied by greater buy-in from the broader group, because 
it is important for the membership to exercise control more respon- 
sibly—that is, to be responsible owners. 

Because such groups often use the association to impose stan- 
dards on themselves, individual organizations in the membership 
frequently try to make an end run around the association’s man- 
dates, placing the association staff in the middle. This phenomenon 
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is particularly insidious when the person leading the end run is also 

a board member. Power struggles ensue and can deteriorate into bi- 

zarre entanglements. The ownership’s reluctance to be governed, 

even by its own rules, is exposed. Association staffs often see mem- 

ber organizations as more provincial and less concerned with the 

esoteric issues. Constituent agencies see the association staff as out 

of control and may even suspect the staff of hoodwinking the asso- 

WANT MORE? ciation board. All manner of patchwork, politically moti- 

11 vated structure, and process can grow up around these 

hell problems, though none of them resolves the fundamental 

governance flaws that spawned them. The generic Policy Gover- 
nance model is totally applicable. 

Professional societies and other individual membership organi- 
zations follow the same general structure and are susceptible to sim- 
ilar interpersonal stresses. The difference is that instead of each 
member being an organization, each member is a person. Because 
such associations usually exist for the benefit of members, they are 
both customers and owners. 


Holding Company and Subsidiary Boards 


The arrangement of boards in parent-subsidiary situations is an 
upside-down version of the federation. In this case, the single cen- 

tral board owns the multiple boards. The holding company struc- 

ture has long existed in the profit sector but is a relative newcomer 

to nonprofit organizations. Four peculiar conditions exist: (1) the 
ownership of subsidiaries usually comprises a single voting member, 
WANT MORE? the parent corporation; (2) there is often a direct supervi- 
12 sory link between the staff of the parent and the staff of the 
mial subsidiary, dysfunctionally bypassing the subsidiary board; 
(3) the chain of successive staffs and boards up through the hierar- 

chy can become a channel of repetitive approvals, taking power 
away from the subsidiary boards; and (4) in some cases, the parent 
never intends the subsidiary board to govern and only wants it to 
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provide legal window dressing. None of these conditions causes a 
problem in application of Policy Governance, and conditions 2 and 
3 can be considerably improved by the application of better princi- 
ples. The generic model is applicable, except when condition 4 
exists, in which case the model must be adapted. 


Civic Club and Homeowners’ Association Boards 


The peculiarity is the absence of staff, so these comments apply to 
any board that has no staff or almost no staff. The board members 
who can be rounded up are the only staff in sight. If the board 
remembers to wear its governance and workgroup hats separately, 
the only operational peculiarity lies in the nature of delegation. The 
board essentially delegates to subgroups of itself or to officers. For 
the governance portion of the board’s job, the model is fully applic- 
able, though not nearly as necessary as in larger organizations. 


Advisory Boards 


The roles an advisory body assumes depend solely on the person or 
group seeking advice. Therefore, the role of an advisory body is 
whatever someone needs and someone else agrees to perform. The 
Policy Governance model is partially applicable, but mainly for 
understanding the role of the real board or staff to which the advi- 
sory body is attached. 

If they are advising the governing board, advisory boards or 
committees can most influentially advise about ends issues. To influ- 
ence ends responsibly, a body must do virtually the same things it 
would do if it were to govern ends. In that sense, advisory groups 
can use precepts of the model to give counsel within the latitude 
available to the advisee. In many cases, advisory boards are merely 
collections of advisers, which means that many voices rather than 
one unified board voice are heard. In this role, neither group deci- 
sions nor formal meetings are necessary. 
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It is best that an advisory body advise only one advisee or level 
in the organization. An advisory body should be appointed by the 
person or group wanting advice, not an authority higher than the 
advisee. Moreover, an advisory body should not be allowed to de- 
velop an institutional inertia that resists dissolution. And if pos- 
sible, it is best never to call an advisory body an advisory board 
instead of some other word less open to misinterpretation of its role. 


Corporate Boards Organized for Profit 


Because owners’ intent in an equity corporation is likely to be their 
own monetary return on investment, ends are phrased in terms of 
monetary shareholder value instead of benefits for third parties. Con- 
sequently, even though equity corporations are ordinarily held to a 
less forgiving test of productivity than nonprofits or government, 
WANT MORE? their ends are far easier to state. The largest problem with 
13 corporate board development is failure to see the board as a 
Min eat} commander rather than as an adviser. The board comes to 
be just another department for the CEO to manage, until things go 
terribly wrong or until interpersonal stress disrupts the arrangement. 
The model presented in these pages, with only slight alteration, is 
completely applicable to the governance of business corporations; 
extensive treatment of Policy Governance in equity corporations is 
provided in Corporate Boards That Create Value (Carver and Oliver, 
2002c). 
In that book, Caroline Oliver and I point out that on one hand, 
equity corporate ends might be simpler than those in nonprofit and 
governmental organizations, but on the other hand, their ends can 


be more complicated than merely a statement of monetary return: 


In a company organized for profit, the results component 
of the ends relates ordinarily to the financial value that 
accrues to the company owners; that is, results are what 
is commonly referred to as shareholder value. However, 
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there can be variations. In some small start-up compa- 
nies, for example, desired results may include working 
independently with trusted partners in an exciting 
field—plus satisfactory financial return. In some family- 
owned companies, the value owners want is the satisfac- 
tion of having family members working together in the 
same business—plus satisfactory financial return. [p. 63] 


Large publicly traded corporations are quite likely not 
only to focus on shareholder value alone as the com- 
pany’s ends but to rename this category Shareholder 
Value. As a result of this straightforward focus, this cat- 
egory is often an extraordinarily brief one. [p. 142] 


To the extent that corporate boards represent owners and hold 

CEOs accountable, their need for better governance is as great as that 

on nonprofit and public boards. Recent codes do improve transpar- 
ency and trustworthy reporting, but a great gap remains between what 
WANT MORE? is called shareholder democracy and board practice. Monks has 
14 been perhaps the foremost spokesperson about this failing. 
nell Referring to Policy Governance as a competitive advantage 
for British Petroleum, Booker (2004) claimed, “Policy Governance 

can enhance the ability of corporations to compete in the market. [It] 
should deliver ever greater and lasting returns to shareholders . . . BP 
provides a case study of such an application. If you consider how our 
business has been transformed in the last ten years I think that pro- 


vides some comfort to any doubters.” 


Legislatures, Congresses, and Parliaments 


Probably the most important structural difference for these “boards” 
is that, as in some city governments, the CEO (governor, president, 
prime minister, premier) is not subordinate to the board. In the ab- 
sense of a hierarchical relationship out of which separate roles and 
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authority can be generated, legislative and executive powers are sep- 
arated in chartering documents. 

Still, an examination of legislative behavior, using principles of 
board governance, is a tempting exercise. Controversy over micro- 
management receives frequent attention, as do legislators’ inves- 

WANT MORE? tigative excursions into executive areas that are perceived 
15 to have political appeal. Budgeting on an annual basis for 
Hit cry gargantuan agencies of government strains credulity, the 
more so when compounded by the perennial lateness of the budget 
process. The long-term mentality of government is severely ham- 
pered by such budget policy. 

The inability of legislative groups to deal well with their own 
members’ individual impingements on the executive process (inter- 
vening in grants, influencing procurement) bespeaks an irresponsi- 
bility of momentous proportions. In the United States, the Housing 
and Urban Development and Keating Five scandals of the late 
1980s and early 1990s were instances of congressional interference 
that went too far even by Congress’s lax standards. 

By “coaxing, flattering and occasionally threatening federal agen- 
cies to meet constituent needs” at the rate of more than three mil- 
lion cases each year (Kiernan, 1989), members of Congress “try to 
solve the nation’s problems one at a time” (Ralph Nader, cited in 
Kiernan, 1989) rather than forcing self-correction in the systems that 
produce these anomalies. In politically self-serving displays of power, 
individual legislators damage (or, at best, fail to improve) effective- 
ness in the very systems their legislation created. Members of Con- 
gress were offended when a former Housing and Urban Development 
administrator suggested that members use oversight power, instead, 
to ensure proper administrative operation (Felton, 1989). 

Former Senator Howard Baker (1989), speaking of the U.S. Con- 
gress as “a kind of national board of directors,” said that that body 
should represent the people on major policy decisions. Its calling is 
“not to manage the federal establishment to the last detail. We have 
an executive branch . . . to do that. Congress could do its job better 
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if it did less of it.” Nevertheless, the most august of assemblies, 
shrouding actions in pomp, can do very silly things. Legislative tra- 
ditions predate the development of twentieth-century management, 
so it is no surprise that legislative action often transpires as if prin- 
ciples of modern management had never been developed. 


WANT MORE? 


mal 
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Resource B: Bylaws 


This book speaks more to the process and focus with which leaders 
can better lead than to the initial, enabling mechanism. Yet mechanics 
cannot be entirely ignored, even when one deals predominantly with 
principles and concepts. For all nonprofit and many public boards, 
bylaws establish the kind of organ that the board itself is to be. Bylaws, 
therefore, may help or hinder governance as conceived in these pages. 
Bylaws are located in the middle of the hierarchy of documents, 
which it is helpful to visualize as three links of a chain. The top- 
most level is the establishment document, which, for nonprofit orga- 
nizations, is articles of incorporation or letters patent and for public 
agencies is a statute or other governmental order or charter. This 
WANT MORE? document creates an artificial person, a corporate entity. 
1 The third and lowest level comprises pronouncements of the 
amami] governing body; in Policy Governance, these would consist 
almost entirely of policies. The middle level is bylaws. Bylaws con- 
nect this artificial creature of the state to real human beings. These 
real beings, acting as a board, for practical purposes, become the 

artificial person called a corporation. 
I offer the following guidelines concerning characteristics of the 

bylaws: 


Length. Bylaws are best kept lean. Include only items that estab- 
lish the basic structure and empowerment of the board and its 
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members. Whatever can legitimately be put into policy should be 
omitted in the bylaws. 

Membership. Not-for-profit statutes sometimes call for a “corpo- 
rate membership” to which the board is accountable. The members 
are the nonprofit equivalent of stockholders. For many groups, such 
as chambers of commerce and service clubs, membership is a prag- 
matically useful concept. For others, such as community health clin- 
ics, membership is a confusing legal device. It is not comprehensive 
enough to be the moral ownership referred to in this text. Yet it is 
usually larger than the board and thus constitutes a separate body 
to be dealt with. Some organizations make use of membership in a 
ceremonial way, conducting annual meetings and board elections 
as a ritual. For most, however, it is best to nullify the membership 
in practice by simply constituting the board as the only member- 
ship, thus satisfying law and simplicity simultaneously. 

Board size. With respect to board size, the simple rule is to justify 
any number over seven. There is nothing magic about this number, 
and I do not mean to suggest that it is the right number. However, 
as boards grow progressively beyond this size, they pay an increasing 
price in awkwardness, discipline failures, and unfocused energy. Large 
boards have more than their share of flaws. Such boards are easier to 


WANT MORE? manipulate. Members of large groups tend to assume less 


2 | responsibility as individuals. Large boards have more diffi- 


culty setting meeting dates, deliberating about issues, and 
staying on task. Nason (1989), speaking of foundation boards, found 
that the feeling of unity, common purpose, involvement, participa- 
tion, and responsibility for the organization is greater in smaller 
boards. But he also felt that the range of viewpoints and judicious- 
ness of final consensus are enhanced by larger boards. Taking these 
opposing factors into account, I would promote as the guiding prin- 
ciple that a board should be no larger than the task of ownership 
linkage requires. 
Quorum. Set the quorum no lower than 51 percent. A surpris- 
ing number of nonprofit boards establish the quorum at one-third 
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or, on rare occasions, even lower. They usually do so because of 
attendance problems and bitter experiences in not making the quo- 
rum. But a quorum set low is an open admission that attendance 
does not matter. A board would do better to struggle with expected 
WANT MORE? board member behavior than to hide the issue with a low 
3 quorum. Indeed, boards should discuss whether an entirely 
mal new approach to the quorum should be launched. Why not 
approach board attendance in the same way as staff’s? No CEO 
would proudly claim that on most workdays, over 51 percent of his 

or her staff turns up for work. 

Attendance. One way to deal with the quorum is to require 
attendance. Public boards have far fewer problems with attendance 
than nonprofit boards. In the latter, it is not uncommon to find an 
attendance requirement, but with two fatal flaws. The first error is 
recognizing a difference between excused and unexcused absences. 
In practice, there is no difference, for it is a rare board that can 
determine whether an excuse is good enough. So excused comes to 
be defined as notification that one will not be present. This fulfills 
the requirement for courtesy, not for attendance. 

The second flaw is that termination of membership is not auto- 
matic but dependent on a vote. A motion must be made that Rose- 
marie or David be kicked off the board. No one wants to do that, 
so the attendance provision is not enforced. A workable, though 
slightly softened, provision can be written: “Any member absent 
from three meetings in succession or four meetings in any twelve- 
month period is automatically terminated. If such a member re- 
quests reinstatement within two months, the board may reinstate 
the seat, though this provision may not be used for any member 
more than once per term.” 

Officers. Keep the number of officers minimal, and describe their 
jobs in terms of output areas and authority. Unless the board 
chooses to name its chairperson as CEO, do not describe the chair’s 
job in terms of a CEO role; for example, do not state that the chair 
has general supervision over the ostensible CEO or organization. It 
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is important to describe the chair’s job in a way that is consistent 
with the chief governance officer function described in this text. It 
would even be a good step to use chief governance officer as the title 
at the outset. If the organization is large enough to have a staff 
CEO, avoid having a treasurer unless it is demanded by law or stan- 
dard setters. If a treasurer is a must, let the CEO also play that role. 
Consider having the CEO be secretary as well. There is no power 
in these roles when they are properly construed, so the board loses 
nothing but ambiguity. 

Committees. If the bylaws are under the control of the board, 
there is no reason that any committee needs to be included. Com- 
mittees can be dealt with in board policies. If, however, the bylaws 
are under the control of a membership, the membership can en- 
shrine in bylaws whatever mechanisms it wishes. Of course, the 
board is the primary mechanism, but the membership may want to 
define a nominating committee with which it will select board 
members. I would caution against going as far as credit union insti- 
tutions in establishing a special committee as a shadow board. 

Staff. Bylaws are for the membership and the board, not for staff. 
All material relating to staff can be omitted. 

Legal review. The bylaws constitute a legal document. Legal coun- 
sel should review any substantive changes. It is best that legal counsel 
not write the bylaws but only review the board’s product. Lawyers are 
qualified to opine on the legality and risk exposure of bylaws but are 
not qualified to determine how the board wishes to be. 


WANT MORE? 


mal 


Further Reading 


1. Carver, J. “Shaping up Your Bylaws.” Board Leadership, 1995k, 
no. 20. Reprinted in J. Carver, John Carver on Board Leadership. 
San Francisco: Jossey-Bass, 2002. 
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in Governance?” Board Leadership, 2004), no. 73. 


3. Carver, J. “Why Not Set Your Quorum Requirement at 100 Per- 
cent?” Board Leadership, 1998s, no. 37. Reprinted in J. Carver, John 
Carver on Board Leadership. San Francisco: Jossey-Bass, 2002. 


Carver, J. “Is Your Board Having Difficulty Reaching a Quorum?” 
Board Leadership, 1994d, no. 11. 


Resource C: Glossary 


A new paradigm necessarily introduces new concepts, ones that 
must be represented by words. Whether to use words already in gen- 
eral use or to underscore the switch from old to new with unfamil- 
iar terms is not easily answered. Caroline Oliver and I expressed the 
issue in our book Corporate Boards That Create Value (Carver and 
Oliver, 2002, p. 123) this way: “To use familiar words for new con- 
cepts reduces the alien impression of the new, but risks contami- 
nating the new concept with meanings carried over from the old. 
To use unfamiliar words for new concepts safeguards the new mean- 
ing, but at the expense of more jargon. Jargon, of course, is simply 
what we call the new terms before they become familiar. . . . This 
is a glossary, not the argument for these terms and definitions. Those 
arguments are presented in the text.” 

The following glossary borrows heavily from Corporate Boards 
That Create Value and from Miriam Carver's 2000 article in Non- 
profit World entitled “Speaking with One Voice: Words to Use and 
Not to Use.” 


ACCOUNTABILITY, RESPONSIBILITY: These terms have various 
legitimate definitions. In Policy Governance, however, respon- 
sibility normally refers to a position’s direct, hands-on obliga- 
tion, whereas accountability refers to all the direct, hands-on 
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obligations over which the position has purview and author- 
ity. That is, accountability is a summation of all the responsi- 
bilities of subordinates plus those of oneself. For example, the 
board is responsible for good policies and accountable for staff 
being treated with respect. 


ANY REASONABLE INTERPRETATION: The authorization to take a 
superior at his or her word—that is, to follow instructions 
using whatever interpretation the subordinate chooses, so long 
as he or she can demonstrate that the interpretation is a rea- 
sonable one. The “any reasonable interpretation” rule is indis- 
pensable to optimal delegation. 


BOARD (ADVISORY): A group with no authority except that 
granted to it by some authoritative position, such as the gov- 
erning board or a staff member. (A staff member may grant 
authority only within his or her range of authorized preroga- 
tives.) Due to the potential for confusion, it is best not to use 
the word board to designate advisory bodies. 


BOARD (GOVERNING): A group of peers who have total account- 
ability for an organization, along with total authority over it, 
normally on behalf of someone else. 


BOARD MEANS: The areas of board decision making that are 
about the governance process itself, including the board’s 
accountability and connection to owners, and the board’s link 
to management. Decisions about board means are found in the 
Governance Process and Board-Management Delegation pol- 
icy categories. 


BOARD-MANAGEMENT DELEGATION POLICIES: The category of 
board policy in which the board states the nature and 
mechanics of the relationship between governance and man- 
agement. This includes the methods of delegation and of eval- 


uating performance. 
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CEO (CHIEF EXECUTIVE OFFICER): Usually titled executive direc- 
tor, president, secretary general, general manager, superintendent, 
or a similar designation, this position holds the top level of 
executive authority beneath the governing authority of the 
full board, regardless of his or her formal title. The CEO runs 
the organization with full authority to take action and make 
decisions about ends and staff means as long as they fulfill a 
reasonable interpretation of board policies in the Ends and 


Executive Limitations categories. 


CGO (CHIEF GOVERNANCE OFFICER): Usually titled chair, chair- 
person, or president, the person who holds this position is “first 
among equals” on the board, with responsibility for ensuring 
that the board follows its own rules and those imposed by 
external authorities. The CGO, at the behest of the board, 
runs the board (but is not the boss of it), with full authority to 
take actions and make decisions about the board’s means as 
long as they fulfill a reasonable interpretation of board poli- 
cies in the Governance Process and Board-Management Del- 
egation categories. 


COMMITTEE (BOARD): A group established by the board to help 
with some aspect of the board’s direct responsibilities. The 
composition of the group can be whatever the board decides 
is appropriate. It is a board committee by virtue of who cre- 
ates it rather than its membership (for example, having staff 
members or other nonboard members on the committee does 
not prevent it from being a board committee). 


COMMITTEE (STAFF): A group established by or under the CEO’s 
authority. There is no effect on governance, nor is the board 
involved in the formation, charging, or termination of such a 
committee. 


CONSENT AGENDA, AUTOMATIC APPROVAL AGENDA: A part of the 
board’s agenda that includes decisions the board has delegated 
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to the CEO but that an outside authority requires the board 
to make. This agenda merits an automatic approval unless 
monitoring data submitted with it reveals that the decisions 
are not consistent with the applicable board policy. Disap- 
proval or removing an item from the agenda in order to dis- 
cuss it, though perfectly acceptable in traditional governance, 
would in Policy Governance constitute inappropriate undele- 
gating of a decision. 


CONSTITUENTS: A term often used by elected boards that may 
indicate conflation of the roles of beneficiary and owner— 
roles that in Policy Governance must be kept distinct from 
one another, even if the roles are played by the same persons. 


CUSTOMERS, CONSUMERS, BENEFICIARIES, RECIPIENTS: Inter- 
changeable terms for the persons or populations for whom 
results are to occur. This “targeting” element of the ends con- 
cept can also be stated in terms of students, patients, members, 
or whatever word is applicable to the type of organization 
under consideration. This class can overlap ownership if the 
organization is one of self-service, such as a municipal gov- 
ernment, trade association, or equity corporation. (In equity 
corporations, shareholders are both owners and the group that 
is intended to benefit. Therefore, the words consumer and cus- 
tomer can be misleading inasmuch as they are not ends phe- 


nomena in that setting.) 


ENDS POLICIES: The category of board policy that sets forth the 
fundamental reason for an organization’s existence in terms of 
the expected results for specified populations at some stated 
efficiency, cost, or priority among other results. The ends con- 
cept embraces the organization’s intended effects on the 
world—not unintended ones, but those whose fulfillment con- 


stitutes one measure of CEO performance. 


EXECUTIVE LIMITATIONS POLICIES: The board’s proscriptions on 
the CEO’s means that establish boundaries within which exec- 
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utive decision making can operate freely. By defining only what 
is unacceptable, these policies avoid telling management how 
to manage, thereby keeping the board from micromanaging or 
meddling. 


GOALS AND OBJECTIVES: Terms that are very useful in manage- 
ment but problematic in governance in that they do not re- 
spect the ends-means differentiation and often do not respect 
the principle that decisions come in graduated sizes. 


GOVERNANCE: The job of the governing board. Sometimes used 
by others—but not in this text—to include the entire top 
leadership structure, both board and executive. Governance 
exists to translate informed owners’ wishes into organizational 
performance. 


GOVERNANCE PROCESS POLICIES: The category of board policy 
in which the board deals with most of its own means, includ- 
ing the board’s relationship with owners, its own process, its 
internal workings (committees, officers), and the discipline to 


which it is committed. 


MANAGEMENT (OR STAFF) MEANS: All aspects (decisions and 
engagements) of management that are not ends. Largely, these 
include decisions about methods, conduct, ways of doing busi- 
ness, activities, programs, markets, products, and anything 
other than ends expectations and performance. 


MEANS: All non-ends decisions and engagements of board or 
management. Virtually all decisions made in the organization 
and by its board are means decisions. 


MISSION (OR MISSION STATEMENT): A widespread expression for 
both boards and management, but a confusing one for gover- 
nance because in its common usage, it does not distinguish 
between ends and means. Some Policy Governance boards call 
their global Ends policy their mission—a practice that causes no 
problem as long as ends discipline is followed in its composition. 
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MODEL (GOVERNANCE): A conceptually coherent operating sys- 
tem or theory of the board’s role, position, practice, and rela- 
tionships. In Policy Governance, model is used where paradigm 
would also fit; it refers to the universal, generic principles and 
concepts of the board’s job, upon which can be built practices 
and mechanics appropriate to a specific board’s circumstances. 


OWNERS, OWNERSHIP: The group on whose behalf the board 
governs. Ownership may be a legal issue (as in equity corpo- 
rations or as implied in membership associations) or may not. 
For example, most community groups consider the commu- 
nity at large to be their ownership in a moral though not a 
legal sense. The board is owner representative, a concept unfa- 
miliar to many nonprofits. 


PLANNING: Making decisions about the future today, an im- 
portant activity that can apply to both ends and means and 
both governance and management. Hence, while it is a useful 
word, it does not help in distinguishing the board’s job from 
management’s. 


POLICY: A value or perspective that underlies action. In Policy 
Governance, board policies occur in four categories: Ends, Exec- 
utive Limitations, Governance Process, and Board-Management 
Delegation. These four categories exhaust all possible board deci- 
sions. Each policy tends to be quite brief, and policies are always 
arranged in descending order of breadth. 


POLICY CATEGORY: In Policy Governance, one of four defined 
topics in which board policies are grouped. The categories (see 
Policy) are chosen for their congruence with governance prin- 
ciples, not for their utility within management. They are 
derived by first separating ends and means, then separating 
the board’s means from management means, then dividing the 
board’s means into two parts for ease of use. 


POLICY GOVERNANCE: The registered service mark held by John 
Carver that denotes a way of guiding governing boards toward 
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fulfilling their accountability—specifically, a conceptual model 
composed of logically derived principles and concepts. In prac- 
tice, the term refers to the entire conceptual model, which is 
a universal paradigm of governance. There are not various 
“policy governance” models but only one Policy Governance 
model. 


POLICY LEVELS: The continuum of policy, starting at the broad- 
est (open to most interpretation) and descending in sequen- 
tial steps to the narrowest (open to the least interpretation). 
Board policies always begin at the broadest level and extend 
into more detailed levels until they reach the point at which 
the board can accept any reasonable interpretation of its 
words. 


PROCEDURES: In Policy Governance, there is no need to distin- 
guish policy from procedure, only a need to distinguish board 
documents from management documents. Board expressions 
in Policy Governance are in policy categories and policy for- 
mat, even if in some instances they look like procedures. 
Whatever management chooses to call its documents is a 
management prerogative (unless limited by the board). 


SERVANT-LEADERSHIP: Robert K. Greenleaf’s conception that 
leadership should be informed and motivated by servanthood, 
as owner representatives and leaders cannot achieve excel- 
lence in the absence of the mentality of servant-leadership. 


SPEAKING WITH ONE VOICE: Although boards should entertain 
and even seek as much diversity of opinion as practical, the 
only authoritative voice is that of the full board’s decision. 
The board can change or abandon its official decision, but 
individual board members cannot. 


STAKEHOLDERS: Anyone with a stake in the organization. This 
very broad category includes staff, vendors, neighbors, clients, 
board members, and so forth. The Policy Governance concept 
of ownership is a subset, not an equivalent of stakeholders. 
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Although the board has an accountability obligation to own- 
ers, it has an ethical obligation to stakeholders. 


STRATEGY: Same as planning, except the word always has long- 
term, big-picture implications, which planning might not. 
Because it can apply to both ends and means and both gover- 
nance and management, the term does not help in distin- 
guishing the board’s job from management’s. 


VALUES, BELIEFS: Positions of the board with regard to relative 
importance, ethics, obligations, assumptions, comparative merit, 
or utility. To the extent that these are relevant to governing, 
the Policy Governance model systematizes their expression 
according to whether they represent a board’s philosophical 
position or an instruction to management. Separately stating 
these outside the policy framework indicates that the frame- 
work is not being used properly. 


VISION OR VISION STATEMENT: See Mission; Values, beliefs. 
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